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The 13th lIC-China Conference held in Chengdu HIDZ

The 13th International IC-China
Conference & Exhibition (IIC-China),
organized by Nasdag-listed Global
Sources and supported by Chengdu
hi-tech industrial development zone
(Chengdu HIDZ), was held in
Chengdu at the Chengdu Century
City New International Convention
and Exposition Center on Feb. 28,
2008. With international influence in
the industry, this conference will
promote communication of Chengdu
with other world’'s IC giants and
accelerate the accumulation of
domestic IC industry in Chengdu.
‘Chengdu HIDZ will make efforts to
make Chengdu the third pole of
integrated circuit industry in China
after the Yangtze River Delta and
Bohai Region.’ said a principal of the

development zone.

‘We will seize the opportunity and
keep contact with top IC providers of
the world in order to attract the entry
of manufacturers using terminal IC
products, such as mobile phone,
audio-visual products and so on.
said Mr. Fu, deputy director of
Chengdu HIDZ.

According to Mark A. Saunderson,
president of Global Sources'
electronics business unit, 1IC-China
is China's largest system design
event. For years, IIC-China has
delivered the latest technologies to
the electronics hubs around Pearl

River Delta, Yangtze River Delta,

Bohai Region, and starts in west of
China from this year. We expect to
see over 30,000 design engineers on
the show floors this year. The
expansion into the western city
embodies a trend and advancement
of the industry of China. A batch of
new electronic manufacturing
centers is emerging in the mainland
while  Chengdu is the most
observable one undoubtedly. The
breadth, depth and scale of
IIC-China continue to ensure its
leadership among mainland China's

industry events.

‘It is surprising that we can attend
the exhibition in Chengdu as last
year in Shenzhen. The exhibition
could not only help us know the up to
date technology tendency of the
industry and progress of the
upstream and downstream
enterprises, but also afford
opportunities of cooperation with the
leading enterprises.” said Ye Bing,
general manager of Javee (Chengdu)

microelectronics.

Over 100 enterprises around the
world in the industry of IC designing
and manufacturing gathered on the
exhibition and brought forth their up
to date technologies, equipments
and the developing tendency.
Exhibitors at the 1IC-China include:
Analog Devices, Atmel, Fairchild
Semiconductor, Fujitsu, Intel,
Microsoft, NEC, NXP
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Semiconductors, Renesas
Technology, Samsung, Spansion,
STMicroelectronics, Texas
Instruments, Toshiba Semiconductor

and Vishay.

‘The first entry of 1IC into Chengdu
proves the foresight of our strategic
layout again.’” Said Mr. Edwin Kwong,
senior vice president of Fujitsu
microelectronics, Asia-Pacific.
Fujitsu Microelectronics became the
official holdings of Chengdu West
Star Chips through stock right
purchasing early in Aug, 2006, which
is the largest multinational mergence
in the industry of IC and chip

manufacturing in Chengdu.

Established in 1986, Fujitsu
Microelectronics  Asia  provides
semiconductor sales and support
solutions to customers in Southeast
Asia, India and Oceania and offers a
diverse array of application-oriented
semiconductor products and
solutions such as ASIC,
microcontrollers,  microprocessors,

system memory and so on.

With Fujitsu as a major shareholder,
West Star will be mainly engaged in
research and design development of
semiconductor devices for digital
audio and video, microcontrollers
and analog products. It will also help
to further enhance and deepen the
integration of Fujitsu’s advanced and

mature technologies. Currently, its
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collaboration with customers has
been expanded from the HDTV
market to the applications including
video conversion, monitoring and
projectors, and it will continue to
exploit new application fields. West
Star will become Fujitsu’'s most
important R&D partner in Central
and Western China in future.

An IC industrial cluster consisting of
enterprises in IC design,
manufacture, encapsulation,
terminal and match has initially
formed in the development zone at
present. It will become the main
agglomeration area of the IC industry

in Western China.

Investment in China and Commercial Opportunities News

CCM International www.cnchemicals.com

It is revealed that 12-inch wafer
production lines will be introduced
into the zone and a scale of annual
production of 740,000 8-inch wafers
and 360,000 12-inch wafers will be
formed this year. Foreign investment

is welcome in this plan.

Predominance of the Chengdu HIDZ
is obvious: the background of old
electronic  industrial base, rich
human resources as many colleges
and universities in Chengdu, lower
human resource cost than coastal
areas and high employee stability as
well as the excellent residential
environment of Chengdu.

Many international IC giants have
already set up organizations for
research, development,
encapsulation and testing in
Chengdu. They are looking forward
to opportunities of cooperation in
these fields while clients and
partnership from local medium

enterprises are also expected.

The goal of the IC industry in
Chengdu HIDZ in 2010 is 100
enterprises  with  approximately
10,000 employees and sales income
of RMB30 billion, which will account
for 4.6% of China’s total, comparing

with 1.6% at present.

4 large-scale enterprises launched in Yantai EDA

Four enterprises with production
value over RMB10 billion have
launched in Yantai economic
development area (Yantai EDA) of
Shandong province at the beginning
of 2008. The four enterprises are
Yantai Oriental Stainless Steel
Industry, Shanghai GM Dong Yue
Motors, Langchao-LG Digital Mobile
Communications and  Hongfutai
Precision Electronics (Yantai) with
production value of RMB10.2 billion,
10.7 billion, 13 billion, 34.5 billion,
respectively. This indicates the
appearance of predominant
clustering effect of economy in
Yantai EDA.

After the production value of
Langchao-LG Digital Mobile
Communications and Hongfutai

Precision Electronics exceed RMB10

billion, value of Yantai Oriental
Stainless Steel Industry grew double
in 2007. With a total investment of
USD32 million and initiated solely by
Oriental Industry (America), Yantai
Oriental Stainless Steel Industry was
founded in 1987. Occupying 30,000
square meters, annual production,
processing and distribution  of
stainless steel materials of the
company is about 300,000 tonnes. It
is the largest specialized group
company manufacturing, processing
and selling stainless steel materials
in China as annual production of
RMB4 billion and import trade
volume over USD200 million. Ten
branches are under its
administration at home  which
located in Qingdao, Chengdu,
Guangzhou, and Beijing and so on.

Close contact of the company with
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large stainless steel manufacturing
enterprises around the world has
been established, such as Baosteel
Group, ThyssenKrupp AG (German),
Arcelor (France) and Jindal Steel
(India).

Shanghai GM Dong Yue Motors is a
joint  venture  company  with
registered capital over USD1 billion.
It was founded in Feb. 2003 and
located in Yantai, Shandong with the
manufacturing  facility area of
520,000 square meters. Shanghai
GM holds 50% share and takes
charge of its overseas management.
GM China and Shanghai Automotive
Industry Corporation Group hold
25% share respectively in the facility.
It is a complete auto-manufacturing
operation with pressing, body,

painting and general assembly
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shops. After accomplishment of the
second-phase project in 2006,
annual production capacity of the
company has increased to 200,000
cars on 3 platforms, 5 series and 22

types.

Langchao-LG Digital Mobile
Communications is a joint venture
company and founded by Langchao
Electronic  Information  Industrial
Group, distribution center of Yantai
EDA and LG Electronics (Korea) in
Jan, 2002. With a total investment of
USD45 million, its business is mainly
in  research, production and
distribution of CDMA mobile phones,
terminal  technology of mobile
information and other relative
products. As a combination of the
two giants (Langchao and LG
Electronics), it is making efforts to
realize the tactic goal of No. 1 in

CDMA of China.

Since 2004  when
Enterprise Group, branch of Taiwan

Foxconn

Honghai Stock in mainland China,

set up Hongfutai Precision
Electronics, Yantai has become the
largest production base of computer

boards and cards in Shandong

Dalian DA expected to

On February 1, 2008, delegates of
SEMI, the world’s largest association
for semiconductor equipment and
materials, signed a cooperation
memoire on Dalian semiconductor
industrial park with the
administration committee of Dalian

economic and technological
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peninsula. Therefore, the municipal
government decided to speed up the
computer  product  colonization,
import production enterprises of high
performance computers, peripheral
equipment and parts, and, with
Hongfutai Industrial Park as a carrier,
build the industrial chain linking the
upper and lower reaches of

computer products, so as to improve

the  comprehensive  supporting
capability. Hongfutai Precision
Electronics (Yantai) produces

computer main board, VGA and host,
etc. According to the long-term
layout of Honghai Stock, regional
production value of the investment in
Foxconn (Yantai) industrial park will
exceed RMB100 billion in 2010 with
exportation USD10 billion and
employees over 70,000. ‘Hundreds
of enterprises will be attracted in the
surrounding area of Hongfutai
Precision Electronics along with its
increasing production capacity and
further expansion.’ said Mr. Liu, chief
of the foreign investment
management  division of the
department of foreign trade and

economic cooperation of Shandong.

development area (Dalian DA). They
will cooperate to afford the Intel
wafer program with convenient
match service and perfect industrial
chain, capital chain and talent chain
of the semiconductor industry. All
efforts are made to form an

international semiconductor base of
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Rapid growth of the four enterprises
in few years is just due to the great
efforts that the development area
made in development of advanced
manufacturing and expansion
leading products. Matched projects
in the three major product clusters of
automobile, computer and mobile
phones introduced add up to over 60
at present, while polluting
enterprises such as manufacturers
of tyres and plastic shells are not
included. Preferential policies can be
fixed upon negotiation founded on
investment and technique content of
the enterprises while more will be on

hi-tech ones.

Production value of the three major
product clusters has amounted to
RMB67.7 billion last year, which
accounts for 51.9% of the gross
industrial  output value in the
development area. With impetus
from the matrix, total amount of
imports and exports of Yantai EDA
was RMB12.6 billion in 2007, up
112.4% comparing with 2006.

become a world-class semiconductor manufacturing base

the first-class.

The Intel wafer program is on the
purpose of meeting increased
worldwide demand and refers to a
300mm wafer fabrication factory.
With a total investment of USD2.5
billion and located in the coast of



MN ewsletters

Dalian, the factory will be put into
production in the first-half of 2010.
Use of 300mm wafers is expected to
cut high-volume chip fabrication cost
by 30 percent when compared to
today's standard 200mm wafer
production costs.

Chain  reactions followed the
program. In November, 2007, Intel
Dalian gave an Intel Fab68 Supplier
Summit, which attracted over 250
top suppliers and companies from
both domestic and abroad seeking
for business relationship with Intel.
The activity was aimed to extend the
global supplier network of wafer
fabrication factories to China.
Hundreds of matched companies in
many industries, such as Air liquide
(France), British Oxygen and Praxair
(America) have paid visits to
investigate investment affairs. As the
world’s leading manufacturers of
high-end active photoelectric
components, Multiplex (America)
has founded Multiplex optoelectronic
technologies in Dalian and is going
to build plants and research center in
the Golden pebble IT industrial park

of the DA. Veolia, leading enterprise

B Series Report

Investment in China and Commercial Opportunities News

CCM International www.cnchemicals.com

in the global field of waste
management, Texas instrument,
namable chip manufacturer and
Samsung semiconductor also paid

visit subsequently.

After settlement of the Intel wafer
program, SEMI was attracted by the
predominant industrial circumstance
and decided to launch the industrial
park, which covers an area of
150,000 square meters and lies to
the west of the program. The park
will provide the enterprises entered
with one-stop service including
registration, business consultation,
technical supports, customer
services, research center, operating
center and match facilities to help
the enterprises reduce operating
costs and accelerate the
development of  semiconductor
industry of Dalian. First-phase
project of the park will be finished
and put into use at the beginning of
2009. ‘Dalian is an opening city and
will become the global tactic center
of hi-tech industries along with the
settlement of the Intel program.
SEMI is confident in building the park

into one of the world's best

semiconductor industrial parks’ said
Myers, global CEO of SEMI.

Local integrated circuit and matched
enterprises in Dalian DA also benefit
greatly from the entry of these
enterprises. Upstream and
downstream industrial chains of the
IC industry will be perfected as the
accelerating construction rate of
match projects of the Intel Dalian
factory. IC industry will be a hotspot
investment and become a new pillar

industry of Dalian DA.

The 2,450 association members of
the SEMI are mainly enterprises
providing equipments, materials and
services in fields of semiconductor,
flat panel display, nanotechnology
and MEMS. SEMI is also a
multinational organization consisting
of the world’s famed enterprises in
production of semiconductor
components, computers and
communication equipments such as
Hitachi, Toshiba,

Siemens, Tokyo electron and

Panasonic,

Canon.

Hefei ETDZ to build life science & tech application research center

Hefei economic and technological
development zone (Hefei ETDZ)
plans to build a research center for
life science and technology
application in Hefei Life Science
Park, a park located in Hefei ETDZ.

And the first-phase construction is

expected to be finished this year if
everything goes smoothly. The plan
for the construction of this research
center was released by Shanghai
Academy of Environmental Sciences
in  November, 2007, which is

responsible for the environmental
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impact evaluation for the project of
this research center. Located in
Hefei ETDZ, the project will be
invested by Hefei Life Science Park
Development Co., Ltd. a joint
venture founded by Hefei Life

Science Park Investments and
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Development Co., Ltd., Poland
BIOTONS.A. (Bioton for short) and
Singapore SCIGEN LTD (SciGen for
short).

With a total investment of USD50
million and an area of 60,000 square
meters, the project mainly consists of
2 buildings, a research & preclinical
experiment building and a research
center for science and technology
application. The first-phase
construction may be launched this

year if everything goes smoothly.

Although the details of the
construction and layout are still
under discussion, the goal for this
research center is already clear. The
center will be used for experiment
and research on gene recombinant
human insulin, hepatitis B vaccine,
HGH, human interferon, CSF, EPO,
and for the trial production of gene
recombinant human insulin and
hepatitis B vaccine preparation.
Based on the gene engineering
bacteria already developed at home
and abroad, this research center will
try to industrialize and
commercialized popularize of the
fruit or achievements research and

development.

Hefei Life Science Park Investments
and Development Co., Ltd. has built
a professional hi-tech park known as
Hefei Life Science Park by
cooperation with Bioton and SciGen
in December, 2005. Bioton is a

dynamically  developing  Polish
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company engaged in biotechnology
sector, manufacturing clinical drugs,
including recombined human insulin
and its pharmaceutical forms,
preparations from the
cephalosporine, aminoglycoside and
macrolide groups. SciGen is a fast
growing biopharmaceutical company
that develops, manufactures and
markets  biotechnology  derived
products. SciGen is focused on the
areas of endocrinology, oncology
and immunology. Its product portfolio
includes vaccines and therapeutics.
SciGen currently undertakes R & D
activities in collaborations with its
strategic partner and institutions with
focuses on 2 distinct technologies:
Ecoli bacteria and mammalian cell

(CHO cells) technology.

Occupying 120,000 square meters,
Hefei Life Science Park will become
a production and technology
innovation base for the industries of
life science and new drugs. The first
project having settled down in this
park was a biological technology
project launched by Prokom, the
biggest IT group company from
Poland, and also the mother
company of Bioton. The project is in
the field of gene recombinant human
insulin, hepatitis B vaccine injection
and other biological products and
owns an investment of USD110
million. The gross output value of
Prokom is expected to be over
RMB2.7 billion in 2011, and its sales
income was USD440 million in 2004.

The development of biological
medicine is encouraged by the state
government. And Chinese
government provides preferential
polices to companies engaged in
hi-tech and environment friendly
businesses. For example, the
enterprise income tax for enterprises
in this industry is as low as 15%
according to the new enterprise
income tax law issued on 1 January
2008.

‘ The research center for life
science and technology application
is just one project of Hefei Life
Science Park Investments and
Development Co., Ltd. It will invest
more in research and production in
the future. It is Hefei Life Science
Park Investments and Development
Co., Ltd. that first propose and put
into practice the idea of combining
the research and production of
hepatitis B vaccine with that of
insulin in China,” said Mr. Lang,
president of Hefei Life Science Park
Investments and Development Co.,
Ltd.

‘There are many advantages for
Hefei ETDZ to develop biological
technology, such as rich human
resources, science and technology
resources and so on’, said principal
of the investment attraction center of
Hefei ETDZ.

Kunshan ETDZ's photoelectric industry value to reach 100 bn yuan
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As  Kunshan economic  and
technological development zone
(Kunshan ETDZ) is making effort to
transform and upgrade its electronic
information industry from low-end
product assembly to high-end LCD
and chips manufacturing, a new
industry, namely, photoelectric
industry will come into being in the
Photoelectric Industrial Park, located
in Kunshan ETDZ, with the output
value expected to reach100 billion
yuan, according to its growth pace in

the past 3 years.

The construction layout of this
Photoelectric Industrial Park was
initiated in early 2004, and now
various projects along the
photoelectric industry chain have
been attracted to settle down in this
industrial  park, with the total
investment of over RMB2 billion in
the more than 3 years’ development.
The construction of the Photoelectric
Industrial Park by Kunshan ETDZ is
led by the entrance of Infovision
Optoelectronics, whose  second
phase capital increase has been
approved by the National
Development and Reform
Commission recently.

Infovision ~ Optoelectronics’  first
phase investment is the largest
project in Kunshan ETDZ with the
investment of USD699 million, and
its second phase investment is up to
usD870 million.
Optoelectronics  will  finish  the

Infovision

construction of the second and third
glass plate production lines this year.
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Its monthly output of glass plates will
be expanded to 110,000 after these
two production lines are completely
launched in Feb. 2009, from the
current 37,000. The expansion of
Infovision Optoelectronics will meet
China’s fast-growing market demand
and Infovision Optoelectronics will
become the largest LCD supplier in
China. Infovision Optoelectronics will
achieve an annual profit of USD100
million and invest in color filter plants
to realize a further reduction of 4%
on production cost after
accomplishment of the second

phase project.

Located in Kunshan ETDZ and
founded in July 2005, Infovision
Optoelectronics was jointly invested
by Kunshan Development Zone
Asset Management Committee,
Taiwan Pou Chen Corporation,
which is Infovision’s share holding
company, etc. It is engaged in
research and development,
production and distribution of LCD
with sizes of 14" , 15" , 17" and 19
", and its products are supplied to
factories manufacturing notebook
computers in Yangtze delta area. It
has built a fifth-generation LCD
factory, which is the third of such
production line in China, on a land
covering 266,000 square meters,
whose usage right now belongs to
Infovision Optoelectronics. The goal
of the company is to share 10% of

the global market.

The investment of Infovision

Optoelectronics  will bring along

M www.cnchemicals.com Copyright CCM International Ltd 2006-2008

many upstream and downstream
projects of TFT-LCD into Kunshan
ETDZ’s Photoelectric Industrial Park
after they gain the approval from the
government. By far, several projects
that are supportive to the project of
Infovision  Optoelectronics  have
already settled down in the park,
such as IC-Spectrum’s 8-inch wafer,
Kunshan Guoli Vacuum’s
semiconductor chip parts and
Shengyang Photoelectric’s vacuum
sputtering film materials after
Infovision Optoelectronics launched
its production successfully. The total
investment and registered capital of
these three above projects are
USD1.2 billion and USD650 million

respectively.

Kunshan ETDZ will continue to
assist the construction process of
Infovision Optoelectronics, and on
the other hand, it will accelerate the
planning for the construction of
photoelectric industrial park, whose
designed area is 3 square kilometers
in the first phase construction. The
Photoelectric Industrial Park has
been officially approved to be a
provincial level industry park in Aug.
2007, and it is nhow applying to be a

state-level industry park.

Kunshan ETDZ plans to foster the
photoelectric industry within it to be a
big and strong industry, taking LCD
industry as the development priority,
while at the same time extending the
industrial chain to its upstream and
downstream. The upstream

industries of LCD industry include
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liquid crystalline materials, glass
plates and driver IC, and its
downstream industries include flat
panel TV. Kunshan ETDZ will also
take measures to accelerate the
development of lighting industry
(LED production as the core) and
light energy industry (photovoltaic
manufacturing as the core). It is
forecasted that LCD’s upstream and
downstream enterprises such as
enterprises of color filter, polaroid
and modules will rush into the park
after  Infovision  Optoelectronics’

glass plate output reaches 110,000.

Kunshan ETDZ has always been

As one of the first state-level
economic and technology
development zones and new
technology development zones,
Shanghai Caohejing Hi-Tech Park
(Caohejing Hi-Tech Park for short)
was approved by the state council
early 1988 to attract overseas capital,
introduce advanced technology and
to develop new technologies. As a
key hi-tech industrial base of
Shanghai, Caohejing Hi-Tech Park is
only 11 km away from the city center,
and 7 km away from Honggiao
international airport. Its total planned

area is 6 square kilometers.

Caohejing Hi-Tech Park specialises
in the development of computers and
computer software, large scale
integrated circuits and
microelectronics technology,

numerical controlled communication,
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paying much attention to improve the
infrastructure construction within the
zone. For example, it has newly
constructed 25 kilometers of roads
and 31 kilometers of sewage pipes in
2007. Virescene area increased was
1.3 square kilometers. The
construction of 4 arterial roads
surrounding the park, as well as
14,000 square meters public parking
lots have been completed.

Kunshan ETDZ also plans to
accelerate the building of its public

service platform.

It has now worked out its plan in the

Shanghai Caohejing Hi-Tech Park

precision instruments,
bioengineering, space technology,
and advanced-electronic technology.
Near the park, there are over 20
universities and research institutes
with sophisticated equipment and
experienced researchers.
The four square kilometer
infrastructure construction in the park
has been completed. A
multi-purpose administration building
with an area of tens of thousands of
square meters has been set up,
providing offices, restaurants,
conference halls, hotels, banks,
customs, taxation, and insurance
services to enterprises within the

park.

At present, over 70 projects in
Caohejing Hi-Tech Park are invested
by the world top 500 enterprises.
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year of 2008 already. As to
construction work, the emphasis of it
is the park environment construction,
large bridge construction,
construction of industrial facilities
such as industrial water plants,
sewage treatment plants and power
supplying plants. Its  business
attraction target for this year is to
further open to investment from
service industry, improve its service
system and increase financial
support. It plans to attract foreign
investment with a target of USD880
million registered foreign capital, and
to improve the foreign capital

utilization quality and level.

The number of enterprises newly
introduced in 2007 is 174, 90% of
which were research headquarters
of multinational enterprises. Swatch
group, giant of the timekeeper
industry of Switzerland, set up a
technical support center in the park
in Feb. 2008. A great many world
famous enterprises have also settled
down in Caohejing Hi-Tech Park,
such as 3M, Lucent technologies,
Philips group, Unilever, Schneider
electric, FMC group, GE, Trident
microsystems, Cisco systems and
Starbuck, as they have successively
transferred their management
headquarters, distribution center,
research center, designing center

and testing center into the park.

Merges between foreign capital and
local enterprises could provide new
perspectives looking at the
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development of Caohejing Hi-Tech
Park. Montage technology
(Shanghai) and Photonic bridges
(China) merged with Intel and
Siemens in 2006 respectively.
Established in 2004, shareholders of
Montage technology were students
studying in the United States and
engaged in development, design and
production of highly integrated IC
chips used in digital TV. The
company obtained an investment of
USD10 million from Intel Capital and
Asia Vest in June 2006. Assessed
assets of the company has reached
USD50 million at present. Mr. Yang,
board chairman of the company, had
formerly established Xintao
technology, which was merged by a
famous company in Silicon Valley of
America, IDT at a price of USD85

million.

Photonic bridges (China) is a

technical pioneering company

specialized in research and
development of fiber-optic
communication products and
founded in Silicon Valley of California

in  2000. The venture team

Located in the middle of Liao Dong
Peninsula and 50 km south to
Yingkou city, Yingkou economic and
technological development zone
(Yingkou ETDZ) of Liaoning province
is a state-level development zone,
with a population of 300,000. The
land area is 268 square kilometers, a
much larger area than many other
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composed of a number of returnees
with profound understanding of the
industry. To seek further
development, it settled down in
Caohejing Hi-Tech Park in 2002,
targeting the most advanced
fiber-optic communication
technology. Relying on technological
strength, sharp market perspective
and world’s advanced management
experience, the company brought
out a whole family of metro optical
network products branded with
“Metro Wave” in just 3 years. In 2006,
it was merged with Siemens at about
USD100 million.

The success of these two
enterprises  above is  largely
attributed to support from Caohejing
Hi-Tech Park’'s innovation center,
which was solely invested and run by
Shanghai Caohejing Hi-Tech Park.
With over 10 years’ experience in
incubating technology enterprises,
the center has been recognized as
“State-level Innovation  Center”,
“Model Incubator” and “International
Business Incubator” by the Ministry

of Science and Technology. The

An overview of Yingkou ETDZ

development zones in China as they
were usually less than 100 square

kilometers.

Yingkou ETDZ was previously called
Bayuquan Town. Thanks to the
construction of Bayuquan port,
Bayuquan District was approved to
set up by the State Council in 1982.
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center has hatched 357 enterprises
up to now, with survival rate of
90.88%. Furthermore, it is the first
business incubator that has received
the certificate of 1SO9001 quality
system in China. Currently, it boasts
a total occupation of 29,000 square
meters with the registered capital of
RMB65 million.

To further enhance its scientific and
technological innovation capability,
Hi-Tech Park has
integrated the resources in the

Caohejing

Science & Technology Sector of
Caohejing Hi-Tech Park’s innovation

center .

While most other hi-tech industrial
parks in China usually put too much
of their attention to business
attraction only, while not enough
attention is given to technical
innovation at present, Caohejing
Hi-Tech Park is different. It has been
making great efforts to assist the
healthy growth of enterprises within it.
More enterprises in hi-tech industries
with great potential will emerge from

the park.

in Mar. 1988, Yingkou export
processing zone was set up by the
provincial party committee and
provincial government of Liaoning as
the second window of Yingkou open
to the outside of the world, the first
was Bayuquan Town, the former of
Yingkou ETDZ. On Oct. 21, 1992,
the establishment of Yingkou ETDZ
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was approved by the State Council.

Yingkou ETDZ has great advantages
in resources of various kinds. Being
adjacent to the north of Liaohe oil
field, its surrounding area is rich in oil
and gas deposits. The refined oil and
gas can be transferred to Yingkou
port through two pipelines from
Fushun petrochemical works and
Liaohe oil field. 32 kinds of metal and
non-metal mines have been explored
in Yingkou ETDZ and its neighboring
areas, among which, magnesite
deposit ranks the largest in the world
and talcum, boron and gold mines
take important position globally.
Yingkou salt field is one of the four
largest ones in China. There are
many kinds of rice, fruits, aquatic
products and fresh water resources,
which  can meet the basic
requirements of industrial and

residential needs.

Yingkou port, located in Yingkou
ETDZ, is of great importance to the
development of Yingkou ETDZ. It is
one of the top ten key ports in China,
as it has already established
business links with more than 100
harbors in 40 countries and regions
in the world. It is the most north
frozen-free berth in China, and can
handle the ships up to 50,000 tonnes,
with the total annual cargo handling
capacity of over 100 million tonnes at
present. The port achieved a
throughput record of over 14 million
tonnes in January, 2008, an increase

of 29.7% year on year.

Seizing the favorable opportunity of
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Chinese government strategy to
revitalize Northeast China, Yingkou
new port has been constantly
expanding the scale, improving the
layout, increasing investment in
science and technology and
environmental protection and
extensively, carrying out joint venture
and cooperation to accelerate the
development. There are 50
productive berths in Yingkou port at
present, including 6 specialized ports,
namely ports for containers, vehicles,
grain, ore, coal, oil products and
liquid chemicals. At the same time, it
is actively planning the container
developing strategies by cooperation
with the world’s renowned
companies such as China shipping
and COSCO. Furthermore, land port
companies have been set up in
Shenyang, Changchun, Harbin, and
Inner Mongolia successively

extending Yingkou port’s services.

With excellent infrastructure facilities
that it has constructed, and sufficient
power and water resources, Yingkou
ETDZ will focus on 7 industries:
metallurgical and petrochemical
industry, equipment manufacturing,
high technology, modern logistics,
deep processing of mineral products,
new energy and building materials,

textiles and clothing.

So far, many foreign companies such
as Bridgestone, Megadyne Group,
Vesuvius carbon steel, Tata, Ispart
Group, Astron, RHI refactories China,
Yixin suitcases and bags (Korea)
have already settled down in the

zone. However, few projects are
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invested directly by world’ top 500

enterprises.

The rise of Yingkou ETDZ is to a
great extent attributed to the
settlement of China Huaneng Group
and Anshan Iron and Steel Group in
the zone. The project of Yingkou
Power Plant of China Huaneng
group was put into production on Oct
14th, 2007, composing of two
ultra-supercritical generating units of
0.6MW. The project of Anshan Iron
and Steel Group of Yingkou, namely
a fine steel plant, will launch
production in May, 2008, with the
total investment of 22.6 billion yuan
and annual fine steel production of 6
million tonnes. The investment of
Anshan Iron and Steel Group in
Yingkou has brought with a new
developing direction to Yingkou
ETDZ, by combining the businesses
of steel and port. Guided by this
direction, the structure of
coordination and prosperous
development of non-state economy,
medium and small enterprises and
the third industry supported by
industrial economy has formed in the

zone.

Foreign investment in Yingkou ETDZ
is  mainly concentrated in the
following fields, aquaculture
processing, garment manufacturing,
refractories, wood processing and
commodity production, hotels,
restaurants, waterfront recreation
and real estate. Yingkou ETDZ is
making effort to expand the area for
foreign investment now, with modern

logistics and services and public
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utilities to be new economic growth

B Policy Analysis

points of the zone in the future.

Harbin EDZ promotes business attraction by introducing large projects

With the demonstration effect of
large projects that it has introduced,
Harbin economic development zone
(Harbin EDZ) will push forward its
business attraction and project
cultivation with great efforts this year,
according to the conference held in
February, 2008.

Harbin EDZ has set up several plans
to for its future development. First, in
order to improve the overall
technology innovation level of the
enterprises within it, Harbin EDZ will
take measures to enhance the
quality of the projects it introduces,
improve their profit making capability
and provide support to key projects,
to strengthen its industry design
capability and expand the industry
clusters. Second, it will innovate in
its business attracting mode by
strengthening the function of its
business attracting agencies and
delegations. Third, it will take the
hi-tech industrial projects as its
priority in business attraction, such
as projects of new energy (e.g. wind
power), new  materials and

biopharmaceuticals.

With the implement of its measures,
the start-up of the large key projects
will  accelerate, such as the
engineering-assembly  project  of
Sany Heavy Industry, underframe

project of Wanxiang Group, the
establishment of a joint venture by
CJ (Korea) and Beidahuang (China),
the second-phase project of Master
Kong Drinks. Second, business
attraction  for  the electronic
information industrial park will be
fully started. Third, Harbin EDZ will
make the best to attract well-known
domestic enterprises into China’'s
direct sales channel to Russia, with
an aim to attract 50 enterprises and
achieve USD40 million export value

to Russia.

With enterprises engaged in the
leading industries in Harbin EDZ,
such as the service outsourcing, IT,
machinery, parts manufacture of
aeroplanes and automobiles, and
enterprises in new industries with
great development potential as its
business attraction emphasis or
focus, Harbin EDZ will expand the
industry clusters. It will promote the
construction of compound materials
project for large airplane, the joint
venture to be set up by GM and First
Automobile Group, the stepless
speed variator project of Dong’an

Automobile Engine.

Harbin EDZ will strengthen the
construction of enterprise incubator
and accelerate the development of
incubating economy. It will devote
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more to the incubator construction
for software and service outsourcing,
planning to expand the incubation
area for these two industries to
15,000 square meters or more. More
than 15 software and service
outsourcing enterprises will be
introduced this year, and 10
incubated projects in the incubation
base will be transported to the
industry concentration area. Harbin
EDZ also plans to introduce Russian
talents, technology and high-grade,
precision and advanced projects into

the zone.

As to business attraction to foreign
investors, Harbin EDZ claims that it
provides foreign funded businesses
with preferential tax polices which
other development zones in China
don't have. Foreign-funded
enterprises selling computer
software developed themselves, will
enjoy the tax incentive of only 17%
value-added tax, which is stipulated
by the local law, and the part
exceeding 6% of the actual tax the
enterprises pay to the local
government will be reimbursed at the
moment it is paid. Anyone that
successfully introduce foreign
businesses into Harbin EDZ to set
up factories foreign-funded
enterprises, will be awarded with 5%o

to 6% of the actual investment, but
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the projects for construction of
infrastructure facilities are excluded.

Founded by Associated British
Foods, which is one of the world’s
top 500 enterprises, headquarters of
China North Sugar Manufacturing
entered the Harbin EDZ just before
this month. It is the first regional
headquarters of the top 500 entered
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the zone and it intends to integrate
the beetsugar resources of North
China.

In its future business attraction,
Harbin EDZ plans to pay more
attention to the following industries:
recombination and reform of large
and middle sized state-owned
enterprises; integrated utilization of

natural resources, especially
agricultural resource; infrastructure
facilities construction; hi-tech
industry; expanding new areas for
foreign investment; new investment
fields such as telecommunication,
tourism, retail store, service trade

etc.

Guangzhou HIDZ likely to become national innovative science park

The construction scheme application
for building Guangzhou hi-tech
industrial development zone
(Guangzhou HIDZ) into one of
China’s state-level innovative
science park has passed the expert
panel discussion from the torch
center of the Ministry of Science and
Technology of the Peoples’ Republic
of China (the Ministry for short)
recently. Guangzhou HIDZ is now
the first development zone that has
passed the expert panel discussion
for building China’'s state-level
innovative  science park. The
application is likely to be approved

by the Ministry.

Consisting of Guangzhou Science
City, Tianhe Science Park,
Huanghuagang Science Park and
Guangzhou International Biological
Island,  Guangzhou HIDZ is
competing with other 54 national
HIDZs for the national innovative
science park. The scheme involves
26 specific measures included in the
following 5 aspects: encouraging the
development of innovative

entrepreneurs, promoting the

accelerating growth of enterprises,
promoting the innovative
development of industry clusters,
improving the environment of the
park, and optimizing the

management of the zone.

Guangzhou HIDZ will congregate
and cultivate more than 5 hi-tech
enterprises with the output value of
10 billion yuan, 50 enterprises each
with the output value of billion and
5,000 middle and small ones before
the end of 2010.

Guangzhou HIDZ will invest 20
billion yuan before 2010 in the
construction  of science  and
technology infrastructure, set up
seed-fund and various supporting
funds for science projects, such as
funds for technological achievement
industrialization and funds for talents
introduction, and at the same time
introduce venture capital.
Guangzhou HIDZ hopes to its 20
billion yuan investment will serve as
a pilot to attract more investment
from the social forces in technology

innovation. Guangzhou HIDZ will
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also largely encourage financial
institutions, such as banks, stocks,
insurance and venture capital
businesses to provide financial
services to innovative enterprises. It
also plans to attract 100 billion yuan
investment from the society for
investment  in  scientific  and
technological projects during the
construction. Guangzhou HIDZ will
also enhance its cooperation with
Hong Kong by introducing
technology agents from Hong Kong
and constructing innovative

cooperation platform between

Guangdong and Hong Kong.

What's more, ‘in order to become a
state-level innovative science park,
Guangzhou HIDZ needs to attract
talents in the global scope and to
build an integrated and inter-regional
platform for talent services’ said Sun
Wansong, director of investment
promotion agency of the Ministry of
Commerce. ‘Talents will be a
problem for development of the HIDZ
in the future and introduction of more
first-class talents is highly necessary.

Some industries could be developed
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with efforts, for example, biological
health. The world’s market of health
industry is growing quickly at
said Mr. He,
secretary-general of the association
of Guangzhou HIDZ.

present’

The building of this state-level
innovative science park by

Guangzhou HIDZ will be finished in 3
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periods: start-up period, all-round
construction period and construction
perfection period. The scheme will
be fully implemented during the
all-round period from January, 2008
to December, 2010, and it will be
adjusted during the perfection period
from 2011 to 2015. Al the
construction tasks will be
accomplished in 2015.

After the completion of the
construction, Guangzhou HIDZ will
become a key engine for the
economy growth of Pearl River Delta
region, a world-class base to
industrialize  the science and
technology achievements and a
plateau for technology absorption

and re-innovation.

Hangzhou ETDA issues 4 reward policies to support enterprise development

During the annual economic work
conference for the year of 2008 held
on Feb. 26th, Hangzhou economy
and technology development area
(Hangzhou ETDA) issues 4 reward
policies revised based on the
previous edition. The aim of these
newly revised policies are to
accelerate the development of
industrial economy, encourage the
progress of science and technology,
accelerate cooperation between
enterprises, research institutes and
universities, and boost the modern
service industry. With the launch of
Hangzhou ETDA

enhance its

these policies,
hopes to
competitiveness by adopting the
strategy of joint development for
advanced manufacturing industry
and modern service industry,
optimizing and upgrading the
industry structure, intensify the use
of resource factors, promote the
transformation of its economy growth

pattern.

Hangzhou ETDA has set up its major
economic goals: GDP to increase by
16%, with services industry’s value

increase proportion reaching 15%;
industrial sales value of Ilarge
enterprises (namely state-owned or
state-holding enterprises and private
enterprises with the annual sales
income of no less than 5 million yuan)
to grow by 20%, in which sales value
from hi-tech industries are expected
to account for 63% of the total sales
value; contracted foreign investment
to rise by 20%, utilized foreign
capital by 20%, integrated energy
consumption to decrease by 4%
every newly increased USD1,400

industrial value.

The implement of the policies will
boost the development of “three high
and two low” (high-tech,
high-efficiency, high-output and low
pollution, low consumption)
industries, realize the development
strategy of advanced manufacturing
and modern services, optimize and
upgrade industrial structure and
enhance comprehensive

competitiveness of the area.

In these revised reward polices,
items are newly added to the polices
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to boost the development of the
industrial  economy, such as
emission reduction and
energy-saving reward, and reward
for enterprises to get listed in the

development area.

Enterprises with overall energy
consumption more than (including)
1000 tons of coal equivalent in 2007,
could gain a reward of USD14,000 if
their overall energy consumption for
each USD1,400 newly added value
of the industrial output decreases by
more than 5% compared to that of
the year before.

emission

Enterprises  achieving

reduction through technology
transformation and upgrade to their
current pollutant treatment facilities,
will be rewarded 10% to 30% of their
total investment in the concerned
environmental protection projects of
the year, with the reward amount

high up to USD140,000.

Enterprises that are successfully
listed with headquarters in
Hangzhou ETDA, and listed
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companies with the registered
address moving into Hangzhou
ETDA, will be granted a reward of
USD70, 000 for one time. Besides
the industrial investment reward,
these enterprises will get an extra
reward of USD140, 000 if only the
investment in Hangzhou ETDA
accounts for more than 50% of the
total funds they raise in that year.

During the conference, Hangzhou
ETDA also cashed in the promises it
made in 2007 to reward companies
that have made great contributions
to the development of the local

such as top 10 industrial output
value reward, top 10 tax reward,
technological transformation reward,
reward for intensive land use,
recycled economy reward, hi-tech
enterprise reward and so on. For
example, Siemens (Hangzhou) high
voltage circuit breaker, Hangzhou
Zhongce Rubber and Hangzhou
Tingyi Foods each gained a bonus of
USD140, 000 respectively during the

conference.

Established in April, 1993, Hangzhou
ETDA was granted by the State
Council as a state-level development

River Delta, China’s most developed
areas), high quality labour, pleasant
environment, and so on. The built-up
area of 34 square kilometers is
characterized by top-rank
infrastructure, beautiful surroundings,
convenient living facilities and
efficient government service.
Hangzhou Xiasha Higher Education
Park and the export processing zone,
which is among the first experimental
units in the country, are both in the
largest scale in China. Of all the 49
national development areas, the
general development status of

Hangzhou ETDA ranks among the

economy, including the financial zone. It covers an area of 104.7 top 15 list.
income. The total reward amount is square kilometers. The advantages
3.3 million in US dollars, a record of Hangzhou ETDA features in the Tax rates and land price of

high in Hangzhou ETDA. 112
enterprises won 224 rewards in total,

following  aspects, geographical Hangzhou ETDA are attached below,

for reference on investment costs.

location (located in the Changjiang

Table 1 Taxable items and their tax rates in Hangzhou ETDA

Taxable Items Scope of Charge Tax Rate
Communications Transportation by land, water, air and pipeline, loading & unloading and 3%
and transportation delivery
Construction Construction, installation, repair, decoration and other engineering work 3%
Finance and insurance Finance, insurance 8%
Posts and telecommunications | Posts, telecommunications 3%
Culture and sports Culture, sports 3%
Entertainment Singing bars, dance halls, karaoke lounges, commercial music halls, 10%
musical tea houses, billiards, golf, bowling and amusement facilities

Servicing Agency, hotel, catering, tourism, warehousing, leasing, advertising and 5%
other services

Transfer of intangible assets Transfer of land-use rights, patent rights, unpatchted technologies, 5%
trademarks, copyrights and goodwill

Sale of immovable properties Sale of buildings and other attachments to land 5%

Table 2 Land Price in Hangzhou ETDA

Land by use Land-use period: year Land use price: USD
Industrial land 50 35.7 / square meter
Commercial land 40 Not fixed, but change with land use area

13
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Changes in Catalogue for the Guidance of Foreign Investment Industries (Amended in

2007)
Promulgated by National standard description of the items so The industry of wurban railway
Development and Reform as to make it more executable by transport equipment is listed in the

Commission and the Ministry of
Commerce on October 31, 2007, the
Catalogue for the Guidance of
Foreign Investment Industries
(Amended in 2007) has come into
force since December 1, 2007. This
new catalogue, replacing the
previous edition promulgated in 2004,
will help optimize and upgrade
China’s

guide foreign investment to a rational

industrial ~ structure, and
direction and enhance the quality of
foreign fund utilization. According to
this newly amended catalogue,
foreign investment in projects with
much

pollution,  high  energy

consumption and resource
consumption will be restricted or
prohibited, but investment in
industries featuring hi-tech, modern
service, top manufacturing, modern

agriculture and infrastructure will be

quantitating the items in the catalog.

The number of encouraged items
has increased to 351, which is 94
more than that in the 2004 edition.
Service outsourcing and modern
logistics are added to the service
industry as encouraged items to fulfill
China’s commitment to WTO. Goods
lease, freight agency and foreign
trade are moved from the restricted
items to the allowed items. Futures
market, and construction and
operation of power system, which
were prohibited before, will be open
investment.

to foreign Foreign

investment in encouraged items
listed in the catalogue will continue to
enjoy preferential policies in tax; the
facilities imported by them could be
exempted from import tariff and

value-added tax; purchasing facilities

encouraged items and will be open
further to foreign capital. Foreign
investments in this industry will
extend from research, design to
production and maintenance after
promulgation of the catalogue.
However, foreign investment in this
industry is limited to cooperatives
and joint venture. Now the
competition among foreign investors
in this industry has already become
very intense. In the next 10 years,
about 6,000 rail vehicles of all types
will be demanded by China, requiring
the total investment of USD26 billion
in 2010. Meanwhile, investment in
urban railway transportation is huge,
but most of China’s private
enterprises are lack of abundant
fund. So this is a fairly good

opportunity for foreign investments.

greatly encouraged. made in China could enjoy In an attempt to cool the overheated
value-added tax rebate. The real estate industry in China,
There are 7 major changes to the catalogue aims, first, to promote the Chinese  government is  now

content of the new catalogue
compared with the edition of 2004:
large increase in the encouraged
items; further openness in service
industries; adjustment to
export-oriented policies;
encouraging foreign investment in
recycling economy, clean production,
recycled energy and
eco-environmental protection;
restriction of foreign funds’ entry into
national

industries involving

economy safety; clearer and more

orderly industry transfer into Central
China, West China and Northeast
China-China’s old industrial base
from China’s developed areas, by
making better use of these areas’
comparative advantages in resource,
industry, labour and so on, and by
reducing the limits of foreign
investment in these regions, and
second, to enlarge the scale and
improve the level of foreign capital

utilization in these areas.
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restricting foreign investment in this
industry. There are 2 important
changes in the real estate industry in
the new catalogue. First,
"development and construction of
residential properties", once listed as
encouraged items for foreign
investment, is canceled now. Foreign
capital is restricted from flowing into
large-scale property investments,
and construction and operation of
high-end hotels, villas, office towers

and exhibition malls. Second, foreign

14
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investment in "Real estate
transaction in second-grade market
and medium and brokerage
companies" is restricted, which might
be effective for the cooling of the
soaring house price in China, as
foreign investment has already
acquired some share in the
residential property market is

Shanghai, Shenzhen and Beijing.
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However, the detailed regulation of
the new policy hasn’t been carried
out yet. Therefore, there is no trail for
investors to follow; and the actual
impact to the market is yet to be

found.

Rare mineral resources will no
longer be allowed for foreign
investment. The exploring and

mining of Cu, Pb, Zn, Al, S, P, K,
which used to be Former
encouraging items in the 2004
edition, has been removed from the
encouraged items in this 2007
edition. Besides, exploring and
mining of tungsten, molybdenum, tin,
antimony and fluorite is added to the
prohibited items.

Kunming HIDZ to provide RMB5 million reward to every USD100 million investment

‘For each foreign investment valuing
USD50 million in place, Kunming
high tech industrial development
zone (Kunming HIDZ) will provide a
post-tax reward of RMB3 million in
the same year of the investment
from now on. The reward will be
RMB5 million if it is the investment
valuing USD100 million. This reward
policy shows Kunming HIDZ's strong
determination and desire to attract
investment.” said Mrs. Dang,
director-general of investment
promotion bureau of Kunming HIDZ.
She announced the new policies
during the meeting held in the
development zone on Feb, 28th,
2008, a business attraction meeting
for trade associations having settled
in Yunnan province. This is now the
first policy of such in China, with
which  Kunming HIDZ wishes to

attract more foreign investors.

Preferential policies in tax remain the
topic that business figures present at
the meeting care most. Kunming
HIDZ assures them that the
enterprises in the zone could enjoy
preferential value-added tax. The

enterprises can enjoy value-added
tax exemption for the first 5 years
after the production is launched, half
of the value-added tax for the
second 5 years. Besides, the
individual income tax of board
chairmen and directors of the
enterprises will be fully returned from

this year on.

Kunming HIDZ also has many other
advantages over other development
zones. For example, it adopts zero
administrative  charges to the
enterprises moving into the zone and
promises to finish all the registration
procedures as long as the legal

documents are complete. *

Kunming HIDZ has set its business
attracting tasks in 2008 during the
conference held by the business
attracting headquarters of Kunming
on Feb. 15th, 2008. The
management committee of Kunming
HIDZ has signed liability paper,
aiming to attract USD94 million
foreign investment and RMBS5 billion
domestic investment in place this

year. In order to reach this target, the
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committee will try to take the
following measures.

Carry out the innovations to the
business attraction mode, such as to
industrialize the business attraction
work;

The business attraction work should
be centered on the six leading
industries in the zone, Yunnan
electric power equipment industrial
base, Yunnan industrial base for
Chinese merchants, Kunming
National Industrial Base for biology,
and National Ecological
Demonstration Park. The six leading
industries refer to the industries of
new materials, biological technology,
technology of ecological and
environmental protection, technology
of optics-machinery-electronic
integration, electronic information
technology and  high-efficiency
agriculture;

Attract investment with the land
resources with the land area of 5
square kilometers of the zone;
Attract investment by providing
preferential policies;

Improve services to investors;

Make full use of the business
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attracting agencies at home and
abroad, which has been set up by
Kunming HIDZ and make the best of
their advantages in  business
attraction;

Green channels should be created
for key investment projects, so that
they can settle in Kunming HIDZ
smoothly.

As the only state-level hi-tech
development zone in  Yunnan
province, Kunming HIDZ covered an
area of 9 square kilometers when it
was initially constructed in the west
of Kunming city and the current area
having been developed is only 5
square kilometers. In order to meet
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the needs of its fast growing
economy, Kunming HIDZ will absorb
Chenggong new town as an
additional district in the near future.
The new town occupies an area of
22 square kilometers and lies in the
east of Kunming city. Twelve main
roads of the new town will be

completed by the end of this year.

Kunming HIDZ has great advantage
in resources as there are abundant
resources of nonferrous metals in
Yunnan province, whose capital city
is Kunming. That's why the world’s
largest supplier of copper and zinc,
Umicore group has been attracted

into the zone. Umicore’s businesses

are centered on four business areas:
advanced materials, precious metals
products and catalysts, precious
metals services and zinc specialties.
It achieved a turnover of EUR8.3
billion (EUR1.9 billion excluding
metal) in 2007.

Besides, another global enterprise
has also been attracted into
Kunming HIDZ, namely, Cargill, a
company ranking the 15th of Fortune
500 in 2005. It has built a feed
processing factory in Kunming HIDZ,
supply the Southeast Asian market.
Others world top 500 enterprises,
such as Pepsi and Coke Cola have

also set up their factories there.

Nanjing ETDZ adopts 3 measures to enhance innovation capability

Seeing the good result in innovation
improvement, Nanjing economic and
technological development zone
(Nanjing ETDZ) will continue to take
the following three measures to
enhance its innovation capability,
namely, encouraging and supporting
enterprises to construct research
centers in the zone, providing
support to the development of
hi-tech enterprises, and promote the
cultivation of independent intellectual
property of the enterprises within the

zone.

Nanjing ETDZ has witnessed the
fruit brought by the three measures it
has adopted. So far, 24 large
enterprises have established their
research centers in Nanjing ETDZ,
including A.O. Smith’s global

research engineering center and

Jiangsu N&G environmental
academe. Nanjing ETDZ  will
continue to make efforts to introduce
such projects. The establishment of
Sharp’s research center in one of its
recent achievement. The entrance of
such research centers can enhance
the technology and research level of

the enterprises in the zone.

Nanjing ETDZ encourages and
provides support to enterprises to
apply for national, provincial and
municipal hi-tech enterprises and
products. There are more than 100
hi-tech enterprises and over 200
hi-tech products in the zone and
production value of the hi-tech
enterprises amounts to over 75% of
the total of the zone. Hi-tech
enterprises can enjoy preferential

policies in tax.

M www.cnchemicals.com Copyright CCM International Ltd 2006-2008

Last, enterprises’ development of
independent intellectual property is
encouraged by Nanjing ETDZ. At
present, there are about 300 national
patents and 170 invention patents in
the zone.

Nanjing ETDZ provides relatively
preferential tax policies to foreign
investment compared to those in
other zones in China.

The manufacturing joint
ventures, cooperatives, and wholly
foreign-funded enterprises (namely
foreign manufacturing company) in
the zone are granted a reduction rate
of 15% of enterprise income tax on
their income from the production and
other operations.

Foreign investors of the

Sino-foreign joint ventures who remit
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heir profits abroad from the
enterprises are granted an income
tax exemption.

Foreign investors, who have
income not from joint ventures but
from share dividends, interests,
rental charges, royalties or other
sources obtained from the zone, are
granted a reduction rate of 10% of
income tax on the part of the income
that is not covered by the granted
exemption. Those who have
provided funds and equipment under
favorable terms or have provided
advanced technology will be granted
even greater tax reduction or even
exemption.

The productive foreign-invested
enterprises in the zone are granted
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an exemption from tariff and
value-added tax on their raw
materials and spare parts used for
products to be exported, unless they
are otherwise specified by the state.

Besides the preferential polices
mentioned above, the foreign-funded
enterprises in the zone will be
granted maximum incentives
according to companies’ business
scale, technology, etc., within the

permission of the law.

Nanjing ETDZ's key business
attraction task this year focuses on
the flat panel display industry chain,
which is the pride of the zone and
the key industry of the zone. With an
area of only 8 square kilometers,

Nanjing ETDZ achieved an industrial
output value of RMB15.5 billion in
2007, 80% of which comes from the
flat panel display. The annual output
of various modules in Nanjing ETDZ
will be 50 million by the end of 2008
and Nanjing ETDZ will be the world's
largest LCD module production base
and most full-sized domestically.
Downstream expansion, midstream
strengthening, upstream extension
and new products introduction is the
development goal of the industry of

the zone this year.

Tianjin HIP launches measures to boost green energy industry

In order to boost the development of
green energy industry, Tianjin
hi-tech industrial park (Tianjin HIP)
has  launched Measures  to
Accelerate the Development of
Green Energy Industry, which has
come into force since January 2008.
It has also set up special funds for

green energy projects.

Green energy industry here covers
green chemical cells for energy
storage, fuel cells, long-life lighting
products for semiconductors, large
wind power generators and their
installation construction technology
in areas with abundant wind
resources, solar energy photovoltaic
cells with high performance-to-price
ratio and their application, solar
thermal power, solar energy and its

architectural integration, exploitation
and utilization of biomass energy

and geothermal energy and so on.

According to the Measures, Tianjin
HIP will provide preferential tax
policies in the form of financial aid to
newly founded hi-tech enterprises
engaged in green energy industry.
When the value-added tax and
income tax that such an enterprise
turns in to the local government
financial authority exceeds 300,000
yuan annually during the first 3 years
since its production being launched,
the extra part will be given back to
the enterprise in the form of
government financial aid. And from
the 4th to 6th year, half of the extra
part will be given back. The financial

aid is supposed to be mainly for the
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investment in research and

development of the enterprises.

Besides the above financial aid,
Tianjin HIP has also established the
Special Fund for Green Energy by
taking a part from its innovation fund.
From 2008 to 2012, Tianjin HIP will
spend 200 million yuan every year
mainly supporting the hi-tech green
energy enterprises with independent
intellectual  property rights and
outstanding operation performance
with the registered capital of over 10
million yuan, whose income from
green energy should account for
more than 80% of its total. The fund
provided to these green energy
enterprises will be used to support
their listing, merging, key

technology’s industrialization,
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international market exploiting, and
introduction and development of
matching enterprises, and etc.

The industries with best performance
in Tianjin HIP are lithium ion
batteries production, medium and
high grade amorphous silicon solar
cells production, and wind power
equipment manufacturing at present.
The former two industries rank the
first in China. Wind power equipment
manufacturers are congregating in
Tianjin HIP with two of the world’s
top four wind power equipment
manufacturers having settled there,
namely, Vestas and Gamesa. The

B Enterprise Dynamics

Bosch launches modern logistics center construction

With an investment of USD6.6
million, Bosch Group, a world top
500 enterprise, has launched the
construction of a modern logistics
center in Changsha economic and
technological development zone
(Changsha ETDZ), Hunan province,
on Feb 20th, 2008. The
establishment of this new center will
greatly enhance Bosch Group's
operation ability of automotive
logistics network in central China,
and on the other hand largely reduce
the logistics transport in Changsha
city, thus about 58% of the fuel
consumption will be saved. Timely
delivery of raw materials and all the
automotive components products of
Bosch Changsha will be
accomplished with uniform allocation

by the center after its completion.
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Danish company, Vestas, is the
world’s largest manufacturer of wind
power equipment, sharing 30% of
the global market. Its core business
includes development,
manufacturing, sales, marketing and
maintenance of wind power systems
that use wind energy to produce
electricity. Tianjin Factory of Vestas
mainly produces 2MW mainframes
and vanes. Gamesa is the second
largest, with a global share of about
18%. lts factory in Tianjin mainly
produces wind turbine generators of
850kW. As the world’s sixth largest
wind turbine manufacturer, Suzlon of

India has also chosen to set up a

What's more, by adopting the most
advanced technology processes, the
center has a 57% cut on land use
compared with similar facilities, as it
could provide nearly 12,500 storage
positions on an area of only 10,000

square meters.

Robert Bosch (Bosch) is one of the
largest industrial enterprises in
Germany. It was founded in 1886
and is now engaged in automotive
and industrial technology, consumer
goods and building technologies. It
has established subsidiaries and
affiliates in more than 50 countries
and employs more than 260,000
people around the world. The global
sales of Bosch Group in 2006
increased more than 5%, reaching
USD65.5 billion. This growth was
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factory in Tianjin HIP for the
production of wind turbine

generators mainly.

Tianjin HIP is also actively promoting
the preliminary work for constructing
wind power plants in the local area,
aiming to build wind power plants
with the capacity
100,000kW before 2010 in Tianjin
Binhai hi-tech industrial park, which

reaching

occupies 6.6 square kilometers.
Tianjin HIP aims to become a
world-class wind power equipment

manufacturing base.

in Changsha ETDZ

attributed to its excellent business
performance in Asia-Pacific region,
in consumer goods, building and

industrial technology.

With an investment of USD89 million,
the group set up Bosch Changsha
Factory in January, 2005. Different
from Bosch’s Suzhou Factory, Bosch
Changsha Factory focuses more on
the production of the core parts of
cars, and it is the main production
facility for electrical drivers, starters
and alternators of Bosch, a world
leading car part maker, offering a full
range of mechatronic (a
portmanteau of ‘mechanics’ and
‘electronics’) components and
automobile body applications
systems, including motors for ABS

and engine cooling system.
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‘Bosch Changsha Factory is the
largest project invested by Bosch
Group in central China, which fully
demonstrates Bosch’s interest in
China’s market. Bosch’s investment
in China in the next 2 years will
maintain the same growth both in
speed and in intensity’ said Peter
Pang, president of Bosch (China)

investment.

Bosch Group established its first
trade office in China in 1909. It is
operating 14 affiliates, 7 joint
ventures and 6 trading companies in
China through Bosch (China)
Investment. The sales of Bosch in
China reached USD1.8 billion in
2006. More than 14,000 employees
are working in Bosch (China).

As its rivals in automotive electrical
production such as Valeo (France)
and Denso (Japan) corporation are
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also investing in China, Bosch
Group’s desire to snatch more
auto-electric market increases as
time goes. Investment of Bosch in
China has been expanding with high
speed in the past few years. Its
investment in  China in 2005
amounted to about USD900 million,
and another USD900 million has
been invested in China for business

expansion during 2005 and 2007.

On Dec. 1st, 2004, Bosch signed an
agreement with Changdian: Bosch
gained acquisition of the automotive
starter and generator business of
Changdian and set up Bosch Auto
Parts (Changsha); parts of
Changdian should be supplied to
Bosch auto parts (Changsha). This
agreement means that Changdian’s
market of highest technical content
production processes and leading
products have been bought by

Bosch.

The former Changdian was
Changsha  Auto-Electric  works,
which was founded in 1957 and also
the first professional auto-electric
factory in China. It owns a
manufacturing headquarters, three
fully-owned subsidiary companies
and a Sino-Japan joint venture. The
company mainly produces the
assembly and their parts like starter,
alternator, ignition Coil, distributor,
DC motor, electric regulator and oil
compressure clutch etc. It has been
the main OEM supplier to Shanghai
Volkswagen, Nanjing lveco and so
on. The company introduced entire
technology software and key
equipments of auto motor and
appliances from Bosch in 1985. In
1999, it signed a new technology
cooperation agreement with Bosch.
It is the only one company which
uses Bosch technology in the

domestic industry at present.

Second-phase nuclear power project under construction in Qinhuangdao ETDZ

The second-stage nuclear power
project of Harbin Power Plant
Equipment is now under stable
construction in Qinhuangdao
economic & technological
development zone (Qinhuangdao
ETDZ) as the first-stage project
finished early in 2004. As part of the
second-phase project, construction
of the integral nuclear power plant
has already entered a new stage as
the davit hanging ceremony of
another plant has been successfully
held in September last year. Harbin

Power Plant Equipment will possess

the leading status in the technology
and capacity of manufacturing power
generating equipments both at home
and abroad after completion of the
project, which will generate a
throughput of 1.5 sets of
million-kilowatts-class nuclear island

main equipments.

With a total investment of RMB700
million, the second-phase project
aims to develop over-sized ultra
products of the ultra-supercritical
power generation units, nuclear

power units, large hydropower
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generation equipments, integrated
gasification combined cycle projects.
It is on a basis of the seaport docks
for large products export built in the
first-phase project.

Three-span combined workshop of
(36+36+30) X288m for the heavy
vessel (including heavy-span,
middle-span, light-span, physical
and chemical labs), purgation room,
defect detecting room, shot blasting
room and match facilities, such as
water, heat and electricity, will also

be built. An experiment building of
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14,965 square meters will be
constructed. Hoisting equipments,
@260mm floor-type CNC boring
machine, 16m single-post CNC
vertical lathe, CNC 3-spindle deep
hole drilling machine, welding
equipments, large heating furnace,
nondestructive testing facilities such
as 9MeV linear accelerator, Co60 ray
apparatus and 450 X-ray machines
will be added later.

The first-stage project was launched
officially on 10 March, 2003 and
finished on April 26th, 2004. The first
9FA heavy-duty gas turbine of China
launched successfully on 30 July
2004. The completion of this project
solved the problems of large parts
transportation that bounded the
development of Harbin Power Plant
Equipment and established a solid
foundation for nuclear power
products development, mass scale
hydropower generation, wind power
development, million level
ultra-supercritical generating units
manufacture and production of
seawater desalination devices and

large petrochemical vessels.

In order to break the bottleneck of
manufacturing and transportation of
large power generation equipments
and update power equipments,
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Harbin power plant equipment
established Harbin equipment
(Qinhuangdao) heavy equipment in
Hebei province as a subsidiary
company and produced F-class
heavy duty gas turbine in association
with GE. At the same time, a base for
export and heavy duty gas turbine
production was built in the

development zone.

Harbin Equipment (Qinhuangdao)
Heavy Equipment is an integrated
manufacturing and shipping base for
heavy gas turbines, supercritical
units, 1000MW nuclear units,
combined circulation recovery
boilers and petrochemical vessels.
The total investment for this project
is RMB1 billion and it covers an area
of 400,000 square meters. Harbin
Equipment (Qinhuangdao) Heavy
Equipment has a heavy gas turbine
assembly workshop, a combined
heavy vessel workshop, 3,000t dock
and a special self-built railway. It is
equipped with advanced large
mechanical machining equipments,
welding station, welding equipments,
such as various welding machines,
as well as testing equipments, such
as 9MeV linear accelerator and a
complete set of inspection and

measurement devices.

The establishment of Harbin
Equipment (Qinhuangdao) Heavy
Equipment enables Harbin Power
Plant Equipment ranking among the
world's most advanced corporation
in the field of power equipment

manufacturing industry.

Harbin Power Plant Equipment is the
largest power equipment
manufacture base IN China. For over
50 years, the power plant
equipments produced by Harbin
Power Plant Equipment have
accounted for more than one third of
the domestic output, equipping more
than 180 power plants of 27
provinces, cities and autonomous
regions and have been exported to
more than 20 countries and regions.
Its products enjoy a high reputation

both at home and abroad.

The 4 nuclear power stations built in
China presently consists of 11
generator groups and has a capacity
of 8,700MW. The total capacity of
installed nuclear power will reach
40,000MW in China in 2020 and the
capacity of reinstallation will be
18,000MW according to the layout. It
is estimated that the capital demand
for nuclear power projects built in the
next 15 years will reach as high as
RMB90 billion.

Siemens and Areva located in Wuhan Yangluo EDZ

As the world’s top 500 enterprises in
the fields of power transmission and
transformation, Siemens and Areva
simultaneously launched the

construction of the world’s first-class

large transformer producing bases in
Wuhan Yangluo economic
development zone (Wuhan Yangluo
EDZ) on 18 January, 2008. Both

located in the north industrial park of
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the zone, the first-phase of the two
projects by Siemens and Areva
separately will be finished in 2008
and the first half of 2009 respectively,
with investment of RMB200 million
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and RMB600 million for each

company.

It may be a coincident that the two
enterprises  held  ribbon-cutting
ceremonies in the same place.
However, project settlement of the
two companies at the same time did
bring pressure on domestic power
transmission enterprises as these
two projects will be the largest two

transformer projects in central China.

The Siemens project is executed by
Siemens (China) and will give birth
to a company named Siemens
Transformer (Wuhan). Products of
the new company will cover
generator  transformers,  system
transformers, parallel reactors, and
special transformers, distribution
transformers, and products of similar
patterns. With an area of 80,000
square meters, the project will reach
an annual production capacity of 260
large transformers above 110KV and
15,000MVA  after

production launch. Annual

capacity  of

production value is expected to be
RMB1 billion and exporting abroad of
the products is in the planning. A
central China factory that

manufactures series of power
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transmission and distribution
products may be built by Siemens in
the zone after completion of the
project, according to the prophase

effect.

The Areva project occupies 127,000
square meters and will reach an
annual production capacity of 100
large transformers above 220KV and
capacity of 20,000MVA. Products will
cover a complete series of
transformers ranging from 110KV to
ultrahigh voltage. Annual production
value is expected to reach RMBO0.9

billion.

‘Siemens Transformer (Wuhan) is
the 21st transformer factory in the
world and 3rd transformer factory in
China founded by Siemens. Wuhan
will be an important strategic base
for Siemens’'s service in central
China.’ said Mr. Ma, executive vice
president of Siemens (China). The
distribution of products of Wuhan
factory will radiate the whole central
China. Its other two bases in China
are Jinan factory (Shandong) and
Guangzhou factory. Furthermore,
30% of Wuhan factory products will

be exported as planned.

Besides human resource and local
government support, logistic
predominance of Wuhan as located
in central China which could reduce
relevant transportation costs of
transformer greatly is the factor
contributing to the interest of the two
giants in Yangluo. The best way to
transport large transformers is
waterway as their weight may be up
to 300 tonnes. The reason of their
fancy on central market is the larger
market cake from the project of
power transmission from west to
east of China. Siemens has been
engaged in a wide range from
transformer to engineering technical
approaches during the transmission
project. At the same time, the
existing manufacturing foundation in
Wuhan could provide Siemens

factory with matched supports.

As one of the world’s three biggest
power transportation and distribution
markets, China accounts for 25% of
the total market share. Settlement of
the two giants in Wuhan will
accelerate the development of local
related industries, parts and material
industry and extend the industrial
chain of power transportation and

distribution.

Jiuhua International Ecological New Town under construction in Jiuhua EIP

A new project, named after Jiuhua
International Ecological New Town,
with investment of RMB10 billion,
has settled down and now is under
construction in Jiuhua economic
industrial  park  (Jiuhua EIP),
Xiangtan city, Hunan province. As

the investor, Guangdong Huanghe
Industry Group held the signing
ceremony together with the Xiangtan
municipal people’s government on
Feb. 21, 2008. Objective of the
gigantic project is to exploit the

modern community of Jiuhua
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International Ecological New Town,
which will be an integration of
tourism, inhabitation, business,
leisure and recreation and exhibition.
Preliminary planning and struggling
for land index allocation are on an

urgent way.
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‘ The purpose of this huge
investment and development is to
grasp the opportunity of building
society of resource thrift and
environmental friendly and assist the
development of Hunan province. The
national authorization for
Changsha-Zhuzhou-Xiangtan urban
agglomeration of building
two-oriented society and
synthetically reform testing district is
a key opportunity for promoting the
development of Hunan province.
Huanghe group will create an
ecological new town of international
first level according to the
requirements of building
two-oriented society.’ Said Mr. Zheng,
board chairman of Guangdong

Huanghe Industry Group.

Founded in 1991, Guangdong
Huanghe Industry Group has already
become an out-going  group
corporation of multi-industry and
multi-area. Domain of investment
and operation of the group covers
real estate, electronic industry, hotels,
restaurants, entertainments,
automobile manufacturing, business
and many other industries. It is
devoted not only to exploitation of
domestic market, but also countries
around the world including America,
Canada, Europe and Hong Kong of
China. The group established
Shanghai Real Estate with registered
capital of RMB100 million in Sep.

2000.
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39 industrial enterprises with total
investment of RMB12 billion have
been introduced into Jiuhua EIP
since its establishment in Nov. 2003.
Hi-tech projects of the park include
Zhejiang Geely holding group with
investment of RMB2 billion and
annual production of 200,000
economical cars, Hong Kong
Hentong resource group  with
investment of RMB100 million in
intelligent boilers, software, digital
technology, precision instruments,
carbon composite materials,
construction machinery and other

high-tech projects.

Located in  the heart  of
Changsha-Zhuzhou-Xiangtan urban
agglomeration and 5 kilometers to
the north of central Xiangtan, Jiuhua
EIP is a golden area for realization of
the strategy of rise of central China
and centre of the advanced
manufacturing industry of Hunan. It
has been listed as a key
development area according to the
“11th five-year plan” of Hunan on
development of economy and

society.

Area under developing of the park is
13 square kilometers at present
while medium-term and long-term
planning of the park are 22 and 69
square kilometers, respectively. Four
parks and one area are in the
planning, that is, automobile

industrial park, hi-tech
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electromechanical industrial park,
Xiangtan (Taiwan) industrial park,
Hong Kong industrial park and the

matching service area.

Ascertained by the ministry of
science and technology as a
distinctive  industrial base  of
electromechanical integration,
Jiuhua EIP is declaring for a national
one in association with Xiangtan

hi-tech industrial development zone.

Distinctive preferential polices for
investment have already been
established. For investment over
RMB1 million in agriculture, over
RMB2 million in industry and other
projects, reward will be granted on
the following criteria: 1% of the
actual funds in-place for investment
in restructuring of state-owned
enterprises, or in high-tech industries,
modern agriculture, the
environmental protection industry
and other productive projects; 0.8%
of the actual funds in-place for
investment in infrastructure,
education, health, culture and sports;
0.5% of the actual funds in-place for
investment in projects other than real

estate development.

A modern exquisite new town
integrating mechanism
manufacturing, modern logistics and
ecological leisure industry  will
emerge in 2015. Production value of
enterprises in the park will exceed

RMB30 billion then.
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