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Chapter 1: Purpose and Scope of Application
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Article 1
The National Development Fund, Executive Yuan
(hereinafter referred to as “the Fund”) entrusts
trustees to manage the investment of entrusted
capital in venture capital investment enterprises
(“VCIEs”) so as to strengthen the development of
VCIEs, foster the growth of knowledge-economy
raise  national

industries, competitiveness,

accelerate  value-adding  through industrial
innovation, and spur the development of new
business startups.

These Guidelines shall apply to all VCIEs invested
in under trust by the Fund. Matters not covered by
the provisions of these Guidelines shall be subject to
the provisions of other relevant laws and regulations.
Investment undertaken by the Fund in compliance
with Executive Yuan policies shall be carried out in

accordance with other regulations of the Fund.

Chapter 2: Application Procedure for VCIEs

RFL T2 edim:

Article 2
The

applications for investment by the Fund:

qualifying criteria and procedure for
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(CIRIEFRFTEERICFEAFLFT A% | (1) AVCIE shall be required to raise at least 20%
BT ARAC2 20%4 15 ¢ Bk of its scheduled capital or fund size before it
may submit an application.

(CORIFRFTEE Y G FER ¥ ¥37% | (2) AVCIE shall provide a business plan, private
TEAFEFTRP L EAPB 2 2 o placement memorandum (“PPM”) or other
relevant documents for application.
(Z) R¥EARIT FHLAITIRE - (3) The trustee shall complete an analysis report.
(z) 2R ELERTEREFT L - (4) The application shall be reviewed by the Fund’s
Venture  Capital Investment Review
Committee.

() A &% ¢ FHLiBS 443 F - | (5) The Fund shall not invest until the application
has been approved by the Fund’s Board.

5o AR BT U Chapter 3: Restrictions on Investment by the
Fund

CAAEHBUAIERTEEZHLFTE | Article 3
FRFTAGFELFEEFTRIE230%5 R | Investment by the Fund in a single VCIE shall not
P> e 2 FARERT S 10/~ o £ é‘r-#;’l exceed 30% of the VCIE’s paid-in capital or actual
TEEF MR E AL ST £4F | fund size, and may not exceed NT$ 1 billion. If the

fu

HoOMEIER TR GBI FTF P2 | VCIE calculates the amount of the Fund’s
cERETH RS RY - investment in foreign currency, the conversionto NT
FIFHFTEEG TAIFA2 - 4 > 2 X | dollars shall be calculated at the Bank of ~ Taiwan’s
WIRF TR £ spot closing rate on the day when the Fund’s Venture

Capital Investment Review Committee approves the
investment.

If a VCIE meets one of the following conditions, it
shall not be subject to the restrictions on the ratio and
amount of investment set forth in the preceding

paragraph:
(=) FZFTRP AT D £ E W FREFHLFT 2| (1) Its proposal plans to invest more than 50% of its
4 %p 50% - paid-in  capital in seed-stage enterprises

incorporated in Taiwan.

() 2R EEREmp &5 8B | (2) Its purpose is to form strategic alliances with
g o overseas enterprises or it has concrete plans for

technology transfer.

(Z) e g AN &Y %5 | (3) Its purpose is to assist overseas enterprises to
AT FOPTRL T ANEARE conduct main business activity in Taiwan,




¥&F - establish a subsidiary or branch in Taiwan, or
establish a joint venture company with Taiwan
companies.
() FR24RFTEEFRETHETF (4) Its proposal plans to raise more than 50% of its
Lo paid -in capital from non-Taiwan investors.
(I) BRERP GFEFEHENEH - (5) Its purpose is to assist the restructure, merger or

consolidation of domestic enterprises.
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Article 4
The combined shareholding or investment ratio of

RN }@xm“'ff, ¥ F ¥ #7 Jc | the Fund, other government agencies and state-
AR EE T AL 50% o owned enterprises in an individual VCIE shall be
less than 50% of the paid-in capital or the fund size
of the VCIE.
I ~MAERBE R FT A 25 | Article 5
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When the committed investment in asingle VCIE by
the Fund and other enterprises or institutions that the
government has invested in or contributed to and
that possess management control, added together,
exceeds 40% of the capital raised by the VCIE, and
the amount of the Fund’s approved investment
exceeds NT$600 million, the VCIE must be
established in Taiwan.
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Article 6

The total amount of the Fund’s investment in one
venture capital investment group shall not exceed
10% of the NT$30 billion allocated for the
“Executive Yuan National Development Fund Plan
for Strengthening Investment in VCIES” (i.e., NT$3
billion); and the Fund shall not invest in more than
5 VCIEs in one venture capital investment group.

A venture capital investment group as referred to in
shall be identified
according to the recognition of related parties and

the preceding paragraph

affiliated enterprises under the provisions of the
Company Act or laws and regulations pertaining to

securities.
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Article 7

If the VCIE’s management company has not been
established, the Fund will hold off its investment and
will reconduct review and evaluation after the

management company obtains its company license.

SR AR EC P TAIFRTF EIHLH T | Article 8
b pIEBFE XA EIFT £% © 4216 | Except for increasing investment in a VCIE in which
AT AR LR F AN 10%5 0 & | it has already invested, the Fund will not accept an
AEFIEHEEFTY o application from a VCIE that has already invested
more than 10% of its scheduled capital or target fund

size.

1~ AR s HFAERTELEHL TR A | Article 9
EF AT MES T EE TR 50% q o When the investment balance of any VCIE invested
HegmppR 27 M k&£ ¢ 2k |in by the Fund has not reached 50% of its paid-in
MAF2ZRERFTEE» 2A &Y 44 | capital or actual fund size, the Fund will not accept
TR ARETXBIALFY o an investment application from any other VCIE
IR AL 2w &g o 72K %4 | investing into similar investment sectors that is
¥EF2 MR- managed by the same management company or its

affiliated enterprise.

The affiliated enterprises in the preceding paragraph
are applicable to the chapter of affiliated enterprises
in Company Act.

B IR TE £ s

Chapter 4: Fund’s Contributions to Venture

Capital Investment Enterprise

Article 10
The VCIE that the Fund approves to invest in shall
collect the investors’ capital commitments on an “as

needed” basis.

Article 11

The VCIE that the Fund approves to invest in shall
complete the capital-raising for its scheduled capital
within one year of the Fund’s approval before being
entitled to apply for the Fund’s appropriation. The
time limit requirement for capital-raising shall be
precluded in case a time less than one year has been

so determined by a resolution of the Fund’s Board.
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Article 12

When the Fund agrees to invest in a VCIE, the VCIE
shall raise at least 75% of its scheduled capital
amount or target fund size. If receipt by installments
Is adopted, it shall raise at least 75% of the scheduled
amount of each installment.
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Article 13

The VCIE that the Fund approves to invest in shall
state “The signee understands and agrees the trustee’s
funding is entrusted by National Development Fund,
Executive Yuan. The committed investment funding
shall be processed after the National Development
Fund, Executive Yuan completes the annual budget

2

and other legal procedures. ” in related investment

agreements.

T~RIERTFTEESY PR Chapter5:  Venture  Capital  Investment
Enterprise’s management and
administration

Article 14

The VCIE applying for the Fund’s investment shall
be operated and managed by a management
company. The management company shall meet the
following conditions:
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(1) The general manager shall possess professional
experience in industries of potential investment,
VCIE management or merger, consolidation and
acquisition.  The  preceding  corporate
restructuring shall mean corporate operating
distress which necessitates not only capital
investment to support its operations, but
assistance to improve its management and
administration. VCIE shall get involved in the
enterprise  management, if necessary, to
complete the restructure for a profitable sale.
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(2) The management team hereof shall mean the

president, general manager, deputy general
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manager and first tier officers. Changes made in
the management team shall be reported to the
board of directors of the VCIE.

(3) The management company or its management
team shall co-invest at least 1% of the capital in
the VCIE, the ratio or amount herein shall be
indicated in the business plan or capital-raising

instruction and reviewed by the Fund

(z)
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(4) The management company or its management
team shall provide the trustee with the operations

HELELA D XL AF/ NG FL status and financial performance review of the
VCIE on a quarterly basis, and the trustee shall
submit a written report.
(Z)AA L8R AFhnE A5 FE% | (5)The Fund or the trustee may assign a
g o representative person to arttend the board of
directors meeting.

(=) AR &A%z 47 7803 g8 +4L | (6) The Fund or the trustee may visit the VCIE or its
PIEFRFTEELAHEERFTEE o invested businesses on a regular or irregular

basis.

47 Article 15

When a member of the management team of a VCIE

¥ A BE A i"r a‘;’l P ?32 *¥5 % g k| is appointed as a member of the management team of
e another profit-seeking enterprise, prior approval
shall be obtained from the board of directors of the
VCIE.
L2 Article 16

To establish the internal control system, the VCIE

shall comply with the Securities and Exchange Act

BES o and entrust a custodian bank for the custody of the

PIEHFTEELBEE € PF > Jf4& i | capital and invested securities thereof.

mAEF AT E YR 4| When the VCIE convenes a board of directors

FUAREAG A o meeting, it shall provide the board with the monthly
reports from the custodian bank for the period from
last to current board meeting for reference.

R - L0 T - A Frx A iE 5| Article 17
R R b A A &3R4 F PR 2 dic | In the case that the management company has poor
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ﬂr‘f P SAIFERTFTEELAL € A4 2 & | management performance or the change of
T M= &2 - 1 P IR > | management team reaches half the number thereof at

IR £ EBE L Bick & 0 ¥ 4% | the time when the Fund decided to invest in the
w b L IR TR o VCIE, the management relationship may be
prematurely terminated by a meeting of the board of
directors of the VCIE at which directors representing
at least two-thirds of the total number of its
outstanding shares are in attendance, and with
approval of those representing more than half of the
voting rights of those in attendance.

ARERT2ZAERTELESY P | Article 18

B BEadzz . % 7% | The VCIE invested by the Fund shall dissolve at the
WEECARS > BGAIERFTFF

imﬂjﬁikﬁﬂ

T o shareholders of the total number of its outstanding
BIERTRENGY & UaET
HASIEEH F T A4 - » 2 — pF > | Prior to the termination date, in the case that
J& T yEIR 24 o e g 4 @ 4F (795> | accumulated loss has reached half of the paid-in

I 4 | termination date, complying with Company Act and

» (Bt £ 5% 8 | other regulations. Shall four-fifths or more of the

R

shares consent, the term may be extended.

BT A 2w R e R MY 5 Y | capital, VCIE shall dissolve immediately. But with
J,;’f v R gt e consent from four-fifths or more of the shareholders
Ry E i & & e P of the total number of its outstanding shares, it shall
# 0 BE AN EFTRERE 2 2 @ £ 42 | not limited by the regulation hereof.

L S The stipulation of extension or cut back on the term

of the VCIE mentioned in the preceding two
paragraphs shall be stated in the investment

agreement and company bylaw.

’

FAAERFTLAERTEEXR 2 | Article 19
2 x;,aﬁp EFHRFTEEH EH2 Y 58 | The establishment of the VCIE applying for the
¥ o Fund’s investment shall comply with the Regulations
Governing the Scope of and Guidance for Venture
Capital Enterprises.

AREFRFT2AELTEESE 244 | Article 20

2B T E ki AR £ % F14 % | The VCIE invested by the Fund shall promptly
Koo distribute the annual investment revenue as cash
BIEFFTE E RS T IcE 2 w4 | dividends to the shareholders

£ B ETE LR T IEEY | VCIE's accumulated  investment revenue and
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principle recovery shall be distributed as cash
dividends or capital reduction to shareholders from
the next year after the expiration of investment stage
indicated in the business plan.

Carried interest to the management company by the
VCIE invested by the Fund shall be distributed after
the shareholders have recovered their overall
investment costs in every project then the rest profit

shall be distributed.

A - RAAEETFT2AEHRTEEALEL | Article21
L2 B ILAER o F )%%ﬂ # F #® | The VCIE invested by the Fund or the management
R TR R KT 1S g =3 2 iF | company thereof shall formulate the operating
Lyriz o TEAERFTETLE T ¢ | procedures based on the investment evaluation,
Wi e investment appropriation and post-investment
management and they shall be submitted to and
approved by the VCIE’s board of directors.
S U AAERT2ZAIERTE £ | Article 22
HmE P P F B s - E 38 > & | The VCIE applying for the Fund’s investment shall
T R R - K F B3k € 2 |elaborate on the investment and disposal issues
KEZARBH] - T F € 43814840 | including authorization limit, set up of the review
FoniE R 2R BiEF § 31 | committee, the resolution mechanism, the resolution
Wwo TEAIERFTFE F =~ 2 - 12 | mechanism for the board of directors, etc. Changes
FYEE IR R EE - 42— 12 | inthe matters referred to in the preceding paragraph
TRR - shall be referred to the VCIE’s board of directors for
discussion, and shall require approval by more than
two-thirds of the directors present, the approval may
be consented by half of the voting rights exercised by
the directors present.
Sl AR A FEET2AERTT LM | Atticle 23
N ? X ¥ R L% > % 4% 7 | The total balance of the original shareholders’ shares
FAE A E T F £ 7 JcF 47 | of the portfolio company purchased by the VCIE
2. 209 > fa s FE 42 £ £ F£12 -~ & | invested by the Fund shall not exceed 20% of the
HE ¥ T2 I E T F ¥ 0 7 | paid-in capital of the VCIE. Except to the extent such
2o L 2 ] o a VCIE conducts and participates in the corporate

restructuring, merger, consolidation and acquisition
is not limited to the preceding ratios.
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Article 24

The management company of the domestic VCIE
invested by the Fund shall submit the VCIE’s
operational and financial reports to the Fund or the
trustee within 45 days after the end of each quarter.
The management company of the overseas VCIE
invested by the Fund shall submit reports and data
thereof within 60 days after the end of each quarter.

ST VG ARAERTZAIEHFTE LR | Article 25
WP FT A FE W~ P W~ # % W | The VCIE applying for the Fund’s investment shall
2. E3p/p A& S F £%8/F | notify the amount/ percentage for industries of
At TN FE AR A F H F A5 | investment interest, the stages, and the areas and the
AR RTF] o investment amount percentage of each case. The
IR ATHLI F FE ECW) ik ¢ & R | discrepancies between the execution and the real
RIEHRTREREDE T & o distributed amount shall be stated in the quarterly
RIFHRTFEY -2 A& T > | reports.
FRILPIRAEN 2P ¢ 5 g A | The stages as referred to in the preceding paragraph
FHRFTEE FEPATRF k2 | shall be identified according to the recognition
HF LA PR 2 B %3 i7pF | standards of Taiwan Venture Capital Association.
BRELR AR A B When applying for the Fund’s investment, if the
management company already has managed VCIE,
the VCIE shall describe the allocation of the
investment amount for the new investment case and
the discrepancies between execution and actual
investment amount for each case.
S A AR ERFTLAERTEEL KT | Article 26
Hus pIlEHFFTEE > HF £%7 # | In the case that the VCIE invested by the Fund
AREBARERFT LA FRFTEER | invests in other VCIEs, the investment amount
JoF M3E 5% 0 EA T £ % & 2 | thereof shall not exceed 5% of the paid-in capital
BT R AR Rt B 2 X ¥ 3% | thereof. The calculated management fee based on the
a&; A EuRENTH F A2 | investment amount shall not exceed half of the
=2 0 kg ¥ ¢ 0 ¥ G =42 |original calculation. The VCIE investment
—mrEE IR MR EE e 4 2 | mentioned above shall not be done by authorization
I ZRRTVHRE or written review. It shall be submitted to the board

of directors and by two-thirds or more of the directors

present, the approval may be consented by three-




fourths or more of the voting rights exercised by the

directors present then the investment can be started.

B AIEMFTTEM B LB

Chapter 6: Related Party Transactions of Venture

Capital Investment Enterprise

SRR AR T 2AERTEEHT G | Article 27
FIZ M FE£23F 0 BX T AR | The VCIE invested by the Fund investing in related
¥ party shall comply with the following stipulations:
(=) RIERFTFEEBT 2 27 5 232 | (1) Whenthere is a related party relationship between
FREER S T3 JIT MG, 28 ¥ a VCIE’s prospective portfolio company and the
P % R EEIRER O F @f‘%f%fr VCIE’s management company, the management
FH LB GRFTEFE R company shall fully disclose all the information
Bz a5 BRBREFEE it knows, and the investment project shall not be
FREF AN rFELR IR done by authorization or written review. It shall
FETLAZ N2 RREDTIR be submitted to the board of directors and by two-
FomNAREETF AT M G2 BRR thirds or more of the directors present, the
ik omit T3 JIT MR 2 fE R approval may be consented by three-fourths or
1n more of the voting rights exercised by the
directors present then the investment can be
started. In the case such a director presented is
with conflict of interest shall be recused. The
“related party” refers to:

1R d AR 7 &8 3%~ % %4 | (i) the management company or any of the directors,
WA ~EImEBA (@ 4p 4R 2 fe supervisors,  managers, shareholders, or
BE - BMEL M) 3 109 R employees (including the spouses and direct
EE A relatives of the above) holds 10% or more of the

prospective portfolio company's shares;

2. X AR P N H FE T %4 | (ii) the prospective portfolio companies which the
SISB K EBA (@ 4p AR 2 fe management company or any of the directors,
BE-MERM)BEETEE F RS supervisors, managers, shareholders, or
WA ¥ BheFAERTEE employees (including the spouses and direct
P HTFHGHEEEE - FRANEE relatives of the above) are appointed as a
A ;%‘ P A gt e director, supervisor, or manager; but this

restriction does not apply if the person in
question holds the position of director,
supervisor or manager for reason connected

with the VCIE's investment.

10
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(2) When there is a related party relationship between

a VCIE’s prospective portfolio company and a
principle stockholder of the VCIE, the principle
stockholder of the VCIE shall fully disclose all

NEEATHFELSNLZ O BEE the information he /she knows, and the
FE TGz rEENE investment project shall not be done by
IREETEALZ 2N 2R REGT authorization or written review. It shall be
PFoWIREFF JIE M AL R submitted to the board of directors and by two-
B grz owmat M3 fIT M 2 £ ¥ thirds or more of the directors present, the
% 3p approval may be consented by three-fourths or
more of the voting rights exercised by the
directors present then the investment can be
started. In the case such director present being of
interest concern shall be recused. The preceding
company of “related party relationship ” refers to:
LAIEHFTEE23% ~ ¥ %4~ | (i) adirector, supervisor, or shareholder of the VCIE
(et A R2miB2 - MEw (including the spouses and direct relatives of the
ML) A3 109 ki ¥ above) holds 10% or more of the prospective

portfolio company's shares; or
QEIERFTEE2ZFTF ~ R4~ L | (ii) adirector, supervisor, or shareholder of the VCIE
(et A R2miB2 - ME (including the spouses and direct relatives of the
MOEEHAETF FRADNGEA 2 above) is a director, supervisor, or manager of the
¥ —‘ﬁ A F R ER T EE LT prospective  portfolio company; but this
BREZEIF ERAAEEAE T B restriction does not apply if the person in
AL question holds the position of director, supervisor
or manager for reason connected with the VCIE's

investment.

(Z2) 2R EFFT2LI¥HTF ¥ # 32 | (3) The management company and the management
FIABRN S P MR ERFTEELSY members of the VCIE invested by the Fund shall
M f B A28 SARFTHAER not invest in the portfolio companies of the
TEFEZLHT R VCIE.

(2) pIEBFELEEF 232 F LR 2 | (4) The VCIE shall be in the event that the previous
PRIz Hi QIERFTEED & K portfolio company of other VCIEs under the
T2 F BT AT X g AR management of the management company issues
2P RE L ,T!t‘,'—“rfr':i b I new shares for a capital increase, then
o FZERFTEIEANRELN TG F L management company shall fully disclose all the

11
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information it knows, and the investment project
shall not be done by authorization or written
review. It shall be submitted to the board of
directors and by two-thirds or more of the
directors present, the approval may be consented
by three-fourths or more of the voting rights
exercised by the directors present then the
investment can be started.
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(5) The overseas VCIE invested by the Fund shall
comply with overseas related acts, regulations or
conventions in regard to the handling procedure

in the preceding particular of “related party

relationship”.
ECRIERFTREERTED Chapter  7:Venture  Capital  Investment
Enterprise’s Investment Targets
AN SRR ERFTZAERTE EHT A | Article 28
AR MEFRFT 2L I "R | AVCIE invested by the Fund shall invest in the
FAREHEZAERT ¥ F4LF 2 | following Taiwan related enterprises in a total

£ 3 amount no less than the amount invested by the Fund:
(- )EAREFER Y - 1. Be incorporated in Taiwan.
(CHaAREFLE Y EEd &2 AR P | 2 Beconducting its main business activity in Taiwan
P RS T or build technology cooperation relationships with
(ZHAEAR: XS BRI %R F P8 Taiwan companies.
=7 H 3.Have established or made concrete plans for
(2 )EARSFEFAEMRAGIEARS P establishing a subsidiary or branch in Taiwan.
FRH 4.Have established or made concrete plans for
establishing a joint venture company with Taiwan
companies.
S AR EHFT A FERFTE FL T | Article 29
FRYPFEZH T4 2 H 42 | The VCIE invested by the Fund invests in
#5209 % "o fE R F A $FLH A | mezzanine-stage enterprises shall not exceed the
FLA2ZAERTEE > H LT | limit of 20% of the paid-in capital thereof. Except to
SR E X2 W L3 42E 40 | the extent such a VCIE invests mainly in
% & 'L o biotechnology industry, the total investment amount
4«&1 P R thereof in the mezzanine-stage enterprises shall not

exceed the limit of 40% of the paid-in capital thereof.

12




The VCIE conducts and participates in corporate
restructuring, merger, consolidation and acquisition

is not limited to the ratio set forth in the preceding

paragraph.
SRR ERFT2ZAERTEE 2 F S | Article 30
AR PRERE A B F £ * | The VCIE invested by the Fund shall not provide
“,/TT g3 EisM % kit ik £ gdy | guarantee to any other(s) and arrange for a loan from
By =4 iEy - 5 L&Y | a financial institution, the short term capital
ESLESE management thereof shall be approved by the ad hoc
permission from the competent authorities and
comply with the particulars set forth in Article 39,
Paragraph 1 of Financial Holding Company Act.
2 - AR EBTFTLAIERTEE KT | Atticle 31
2o~ PR P kiR E) ¥ F ¥ ¥ | The VCIE invested by the Fund shall comply with
oE R LTI . the Regulations Governing the Scope of and
Guidance for Venture Capital Enterprises to invest in
exchange-listed, OTC-listed companies.
PSR AE B EJE Chapter 8: The Handling Procedure for Violation
of the Guidelines
ZAo CH-AERFTEEEF ¥ L2 g3 | Article 32
=zt - ghrEg pF o & Zza%— | Individual VCIE violating the each stipulation from
odd e A e d WP L > T | Article 14 to Article 31 shall be noted weakness once
o7 eed —g v L zedt Bh- =t R 2R3+ | and informed by the trustee for improvement within
Btifw = (7 )b 32 mERR | prescribed time limit. Those fail for improvement
NP pEFHFA 2 P4z & A F | within prescribed time limit shall be noted another
FIAA £ FTIT 2 A £ F F | weakness. Accumulated weaknesses reach 4 times
= (included) and more, the warranted management
consulting firm shall not manage any VCIE newly
invested by the Fund within 3 years after the
occurrence of the event.
7~ MR Chapter 9: Supplementary Provision
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Article 33

The VCIE registered as a company shall state the
stipulations from Article 13 to Article 31 of the
guidelines in the VCIE’s investment agreement,

corporate bylaw or the management contract signed
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PEER P P AL sz A1 R BFTF | with the management company thereof.
¥EpLgr AR 2% L g3 % | The VCIE not registered as a company may prescribe
=Bz R las Y - ik & | the exclusion applicable to the stipulations from
FF2ZAERTEE R F £3+4 | Article 14 to Article 27 of the guidelines. But the
AL E PR NP 4p | VCIE applying for the Fund shall state the related
BITE S 50 o operation in the business plan and the supplementary
materials thereof or in the partnership agreement.

e s ARRSHEALEFILE TS | Article 34
FT o BT o These Guidelines, and amendments hereto, shall go

into effect upon approval by the Fund’s Board.

Disclaimer: Where any discrepancy arises between the English translation and the original Chinese version of this

Guideline, the Chinese version shall prevail.
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