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Decision of the State Council on
Promulgating and Implementing the
“Temporary Provisions on Promoting
Industfr;.'-ia’l"""Structure Adjustment”

No 40 [2005] of the State Council.

“of all provinces, autonOmous regions, and
'E"nder the Central - Government, all ‘ministries and

$ as well as all organs directly un he State ‘Council:

o The, .femporary Provisions on Promotlng Industrial Structure

Adjustment” (hereinafter referred to as the emporary Prov151ons "), which were

deliberated and adopted at 112th executive meeting of the State Council on

November 9, 2005, are hereby promulgated.

The formulation and implementation of the “Temporary Provisions” is an
important measure to carry out the spirit of the fifth plenary session of the
16th CPC Central Committee, to achieve the objective of the “Eleventh Five-year”
planning, and has great significance to ensure the all-round implementation of
the scientific view of development, to strengthen and improve macro—control, to
further transform the ways of economic growth, to propel industrial
adjustment, optimization and, : grading, and to keep the stabl
development of the nati onomy. The people’ s governments of. all: r0v1nce&
autonomous regions, .an munl_ﬁpalltles directly under the: Cen alu Government
shall take the. ion of industrial structure adj stment as ‘an important
reform and .deve pment * task -at present and within. eriod in. the' future,
establish: the. 1ab111ty aystem lay emphas1b '.implementatlon,_and shall, in
accordance with the “Temporary Provisions” an light' of the local situation on
Lndustrial development formulate specific . m asures, . rationally guide the
inves§tment ' directions, encourage and support - the - “development of advanced
production: c¢apacities, restrict and eliminate outdated production capacities,
prevent blind investments and low-level redundant construction, and effectively
propel industrial structure optimization and upgrading. All relevant
administrative departments shall speed up the formulation and amendment of
policies on public finance, taxation, credit, land, import and export, etc.,
effectively intensify the coordination and cooperation with industrial policies,
~and further improve and promote the policy system on industrial structure
adgustment The people s governments of all provinces, autonomous reglons, and

etc
A} ion- and coordlnatlmn
; cture. adJustment work perform
"ther closely; form a resultant
: . ness of implementing industrial
poliClesp’The relevant governments and departments shall, when implementing the
“Temporary Provisions”, correctly deal with the relationship between government
guidance and market regulation, give full play to the fundamental role of the
market in allocating resources, correctly deal with the relationship between
development and stability, partial interests and overall interests, and immediate
interests and long-term interests, so as to keep the stable and fast development
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of the economy.
The State Council

December 2, 2005
Temporary Provisions on Promoting
Industrial Structure Adjustment h
..+ ' Chapter I General Provisions:
Artic he pfeseqtﬁ@roviéions are formulated. -accbqunéb?wiﬁh the relevant
laws dninistrative regulations of the state: for the purpose of ensuring the

all-round implementation of the scientific viey of development, strengthening and
improving. the macro-control policy, guiding social " investments, and promoting
industrial structure optimization and upgrading,

Article 2 Objectives of Industrial Structure Ad justment:

We shall propel industrial structure optimization and upgrading, to promote
the healthy and harmonious development of the first, second and third industries,
gradually to form the industry pattern with agriculture as the base, hi~tech
industry as the forerunner, and basic industry and manufacturing industry as the
support, and the service industry developed in an all-round way, to realize

e economize development, clean development and

sustainable development by adher:
safe development. . -
Article 3 Principles of lal “Structure Adjustment: ) Y

We shall adhere:tocombine matket regulation with government guidance. We
shall give full iplay -to the fundamental role of th market’ in .allecating
resources, to. st engthien the reasonable guidance of state :industrial policies,
and’ to “ i m M

ealize optimized allocation of resource
; ving' the industrial technological: I¢
e regard the enhancement of indepen It innovation capabilities as the
centralelement of adjusting the industrial - icture,  establishing a technical
innovation system combining the production, «gtudy and research which the
enterprises as the principal part and the market as the guidance,. We shall make
great efforts to enhance the original innovation capabilities, integrated
innovation capabilities, and the capabilities of import, digestion, absorption
and re-innovation, and shall improve the overall industrial technological level.

Adhering to walking a new road to industrialization. We shall drive
industrialization with informatization, and promote informatization with
industrialization; walk a safeguarded development road with high scientific and
technological contents, promising economic benefits, low consumption of
resources, little environmental “pollution, and full human resource- advantages,
and endeavor to pro the Fundamental transformation of the''way of economic
grOWth. i st I; ! - -! i .

Promoting coordinated  and healthy development. ‘of “indusfriesi. We shall
develop advanced manufacturing industry, increase; the proportion and the level of
the, ¢e  -industry,- " strengthen infrastructural “construetion, optimize
industrial structure and layout of urban an: al region, ‘optimize the structure
of foreign trade and foreign capital utiliza; -maintain the lawful rights and
interests of the masses, endeavor to boost emp oyment, and propel the harmonious
economic and social development. e

through independent innovation.

Chapter II Directions and Key Points of Industrial Structure
Adjustment
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Article 4 Consolidating and strengthening the basic status of agriculture, and
speeding up the transformation of traditional agriculture into modern
agriculture. We shall speed up agricultural S&T progress, strengthen the
construction of agricultural facilities, adjust the agricultural productlon
structure, transform the way of agricultural growth, and - enhunce the
comprehensive agricultural production capacities. We shall stabilize and ‘develop
grain production, speed ‘up. the implementation of high- quality grain industry
projects, buxld large commodity grain production bases, and ‘guarantee- the grain
safety. - shall = optimize the agricultural -proauctlon layout, propel
1ndustr1 eﬁ_ operatlon of  agricultural ¥ - agricultural
ation, promote the value adq conversion of
al pfeduct , and develop high- 1gh-gua11ty, high-efficiency,
ecologlcaP and safe agriculture. We shall make reat efforts to develop animal
husbandry,  improve the level of scale production, intensification and
standardization, protect natural grasslands, and build forage grassland bases. We
shall actively develop aguaculture, protect and reasonably utilize fishery
resources, extend green fishery breeding modes, develop high-efficiency
ecological breeding industry. We shall develop the bases of raw materials forests
and timber forest in light of local circumstances, and increase the rate of
comprehensive utilization of timbers. We shall strengthen water conservancy
construction of farmlands, 1mprove low and medium-yielding fields, and do a good
job in land rehabilitatiom “We: shall improve the level of - agr1cu]tura1
mechanization, and improve “the agricultural technology extension, " gricultural
product markets, agricultural: praduct quality safety, and. the nimal and plant
disease and pest. prevention and ‘control system. We shall actively adopt “water
saving irrigation, sczentlflcally use fertlllzers -an :bestICIdes .and promote
sustainable’ ‘development of agriculture. i ' -

Article..5. Strengthen1ng the construction of

,rastructureq such as energy,
, = etes, and enhancing the
guaranteeing capacities for economic and soc 'lopment

We shall adhere to the principles of giv riority to economize, base on
domestic,” coal resources to be the basic, diversified development, optimize the
energy structure, and establish a energy supply system on stable, economic and
clean . We shall optimize and develop coal electricity by stressing large—type
high-efficiency sets, orderly develop hydro—electric power on the basis of
ecological protection, actively develop nuclear power, strengthen electric power
network construction, optimize the structure of electric power network, and
enlarge the scale of West-to—Bast power transmission. We shall build large~type
coal bases, adjust and transform'medlum and small coal mines, firmly.eli
the small coal mines faili _meet work safety conditions an: wasting or
destroying resources, speed up: «comprehensive utilization of sunh Yesolrces as
coal waste rocks, .coal- bed gas, ~mine drainage, etc_,_,and encourage ‘coal—
electricity joint: operat1on Ve shall develop both pet“oledm and gas 1ndustry
simultaneously, ‘make greater. efforts to explore, developmand utilize petroleum
and qatufal gas ‘resources; enlarge overseas ."'"peratlon and development and
speed up infrastructural construction in the ‘areas of petroleum and natural gas.
We shall'actively support and develop new energy and renewable energy industries,
encourage the: development and utilization of substitute resources for petroleum
and clean energy, and actively propel the industrialization of clean coal
technology, and speed up the development of wind power, solar energy, and biomass
energy, etc.
We shall, by stressing network enlargement, form a convenient, expedite,

high-efficiency, safe comprehensive traffic and transport system. We shall, by
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adhering to the overall planning and reasonable layout, realize mutual
complement of advantages of the transporting modes and connection each other by
railway, highway, water carriage, civil aviation, and pipeline, etc., and exert
the combination efficiency and holistic advantage We shall speed- up the
development of railways and wurban track traffic network, emphdti@allyl build
special passenger transpori avenues, coal transport channels, regional channels ,
and railways in Western Regions. We ‘shall perfect the major arterial of national
highways and arterial highways in Western Regions, bujld national expressway
network, and make great efforts to propel the construction.of rural’ highways. We
shall give priority to. the development of urban public traffic, strengthen the
construction of deepwater harbors for contai ;. energy resources materials and
ores, and develop inland water navigation. We ‘shall enlarge large-scale airports,
improve “medium-scale airports, increase smal scale airports, and build up a
harmoniously developing airport system with reasdnable layout, appropriate scale
and complete functions. We shall strengthen the construction of pipeline
transport.

We shall strengthen water conservancy construction, and optimize water
resource allocation. We shall make a unified planning to distribute the water
resources on upriver and downriver, surface r and underground, control the
exploitation of underground water, and actively develop seawater desalting. We
shall strengthen flood prevention and drought-resistant project cons
intensify the construction .to “lessen the weak points in flood
disaster reduction by stressing thé reinforcement of embankment, - key cor
water conservancy projects. and other flood prevention:. sys ems; continue
reinforcing the  backbone. engineering construction for trunk- embanking: of big
rivers, flood passage or storage‘basins, eliminating thé ‘dangers and establishing
of dangerou$ reservoirs, ‘and urban flood prevention: and’ construct the South-
North Water Diversion:Project. We shall intensi our efforts in constructing and
transforming drinking water projects for bo people and stock and the auxiliary
projects in irrigation areas. SRR JHEE

We shall strengthen the construction of information infrastructures such as
wide barid communication network, digital television network and the next
generation of Internet, etc., propel the integration of the three kinds of
networks, and improve the information safeguarding system.

Article 6 Developing advanced manufacturing industry as the keystone for
vitalizing equipment manufacturing industry, and exerting its important
supporting function to the economic development.

The equipment manufacturing industry shall depend on major construction
projects, improve the localization, level on important technical equipmen;
independent innovation, ' ogy import, cooperative development:
manufacturing, etc., break through especially in the area
efficiency clean power "generation-iand power transmission transformation,
large petroleum chemical ‘and advanced applicable transport ‘equipment, high-class
numerical coritrol  machine: tdols, automation control and: integrated circuit
equipment, advanced power equipment, energy: conservative afd consumption reducing
ment, etc., improve the overall level search and development design,
Y, processing, manufacturing, and syst matic integration of core elements
and parts. TR Lt

We -shall adhere to driving industrialization ‘with informatization, encourage
the adoption of hi-techs and advanced applicable technologies to transform and
enhance the manufacturing industry, and increase the proportions of independent
intellectual property rights, independent brands and high-end products. We shall,
in light of the energy and resource conditions as well as environmental capacity,
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emphatically adjust the product structure in the raw material industry,
enterprise organization structure and industry layout, and improve product
quality and technical content. We shall support the development of cold rolled
stainless steel sheets, cold ‘rolled silicon steel, high-density - 1asphate
fertilizer, high-efficiency low-toxic and less~pers1qten( pebtlcldes, ethylene,
fine chemical industry, -and high*perfoxmance differentiated flbers We shall urge
the industries of oil refining, éthylene, steel, cement and paper making to
develop towards bases ‘and large scale. We shall strengthan the geological survey
of 1mportant resources such as iron, copper -and alumlnum ‘ete,, .increase the
geological Teserve .of resources, and prac rational - exp101tat1on and
sive utilizaﬁibn. : i SR
e 7 Speeding’ up the development hi-tech industry, and further
strengthenlng the driving function of hi- tech ind v to economic growth.

We shall enhance independent innovation capabilities, endeavor to grasp core
and key technologies, make great efforts to develop the hi~techs which are of
great importance to driving economic and social development, support and develop
major industry technologies, formulate important technical standards, build
technical bases for independent innovations, speed up the extension of hi-tech
industry from processing and assembling mainly to independent research and
development. We shall, in light of the requirements on industry gathering, scale
development and enlargement of international cooperation, make great efforts to
develop industries in the jareas of information, biology, new mdteflals, new
energy, aviation and spaceflight, vietc., and cultivate more ne
points. We shall give pr rity to developing information_indu: gry, make great
efforts to develop cbre 1ndustrles of integrated c1rcu1 .

ommunldétlon, hlghhperformance
etc., strength nformation reésource development
hand appllcatlon of information

;d netwolk 9qu1pment
and ‘sharing, and propel the disseminati
technologles We' shall exert fully to Chin special “resource advantages and
technical -advantages, emphatically develop logic industries such as bio-
agricultore, bio-medicine, bio-energy, bio—chemi¢al industry, etc. We shall speed
up the development of civil aviation and space industry, propel the development
and industrialization of civil aircrafts, aeroengines and airborne systems, and
further develop civil space technologies and satellite technologies. We shall
actively develop new materials industry, support and develop the photoelectron
materials which have technical characteristics and may exert the comparative
advantages in China, as well as products such as materials with hlgh-pcrformance
structure and special new functions.

Article 8 Increasing the propprtlon of the service industry, opt1m131ng the
structure of the servicé ‘industry, and promoting the all-round- and rapid
development of the 'service industry. We shall adhere to the: directions towards
market, 1ndustrlallzat10n and socialization, strengthen the ‘classified guidance
and effective supervision, further innovate and improve the ‘“systems and
mechanisms for service industry development, _andiestabllsh a public, equal and
regula ”dustry acLess system. We shall develop large service enterprise groups
with ng. competitive strength, the big ci hall put.the development of the
SDTV]CE:-indUStIIES on a prior status, and ' 'the conditioned big cities shall
gradually” form an industrial structure mainly composed of service economy. We
shall increase service varieties, improve the service level, and enhance the
employment capacity and industrial quality. We shall make great efforts to
develop modern service industries on finance, insurance, logistics, information
and legal services, accounting, intellectual property rights, technology, design,
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consulting service and etc. , actively develop the industries with big
potential demands such as cultural, tourism, and community service, etc., and
speed up the reform and development in the areas of education, training, services
provide for the aged, medical treatment, health care, etc. We shall regulate and
enhance traditional service 1ndustrles such as commercial trade,’ caterjng and
accommodation, etc., prupel such organizational forms and Serv1ce modes as
chained operation, - franchise, agency syster, ﬂmlt1—modal transport, - and
electronic commerce, ‘etc. ; o & o
Article 9 Maklng gredat efforts ‘to develop circular cconomy, ‘building a resource

environment— trlendly society, and r"Ilzlng the harmony of economic
“populatlon ‘Tesource env1r0nment 11 adhere to the guidelines of
ng priority to the latter, and
ianée” ‘with the reduction-based, “utilization, resource-based
principles, make great efforts to propel the economize of energy, water, land and
materials, strengthen comprehensive utilization of resources, promote all-round
clean production, improve a renewable resource recycling and utilization system,
and form a low-cost, low-consumption, low-discharge and high-efficiency economize
way of growth. We shall actively develop and spread resource economizing ,
substitutive and circular utilization technologies and products, emphatically
propel the transformation of energy economizing and consumption reducing
technologies in the industries.of steel, non-ferrous metal, electric power,
petroleum chemistry, constructl 1, coal, building materials, paper making, etc.,
develop energy economizing ' and land saving buildings, applylng ‘mandatory
elimination system to. the technmiques and products with high energy consumption,
serious pollution, “work safety endangering, and outdated technnlogles and
lawfully close up “enterprises that destroy env1ronment and fail to meet work
safety oond:tlons -We shall adjust the scale of lndustrlcs with high energy
consumpt1on and serlous “pollution, and ase the, prmpartlon of such
industries. We shall “éncourage the product1cn 'nd use of . varlous consumables with
goodéieconumlrlng performance, and form @i consul pthn mode of economizing
resources.: We shall make great efforts to develop-the environmental protection
industry,” and intensify the ecological protection of water resources, land,
forests, grasslands, and sea, etc. by stressing the control of unreasonable
resource development
Article 10 Optimizing the industrial organizational structure, and adjusting the
regional industrial layout. We shall improve the enterprises’ level of economy of
scale and the extent of their industrial concentration, speed up the development
of large enterprises, and form a group of large companies and enterprise groups
with independent intellectual ; -“perty rights, prominence on main prof
work , and strong core compe 4 i 5
functions of medium and iE nterprlses propel medium and smal
form the work d1v17“' Jand - coordlnatlon relationship with. large cnterprlses,
improve their professlonal ]evel ‘of production, and: pro ote” the technical
progress and industry’ upgrading of medium and small :enterprises. We shall fully
exert the comparative advantages, actively prop 5rat10na1 flow and allocation of
productlon factors, -and guide clustered de lopment of 1ndustr165 The Western
Regiotis shall. strengthen infrastructu ~construction and ecological
env1ronmentaL protection, improve public serv1ces, develop characteristic
industries’ and enhance their self-development . capabilities in light of local
resource advantages. The Northeastern Regions shall speed up the industrial
structure adjustment and state—owned enterprise reform and restructuring, develop
modern agriculture, emphatically promote the equipment manufacturing industry,
and promote the transformation of resource—exhausted cities. The Middle Regions
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shall do a good job in the construction of main grain-producing areas, develop
energy and manufacturing industries with comparative advantages, strengthen
infrastructural construction, and speed up building a modern market sysiem. The
Eastern Regions shall endeavor to, improve independent innovation capabilities,
speed up realizing the ‘optimization and upgrading of structire -and the
transformation of the way of growth, improve the level of global-market-oriented
economy, and enhance. the international competitive capability and sustainable
development capacity. They shall, “by starting from the overall strategy layout of
regional development, and ori the basis of the bearing capacities of ‘resources and
environment as-well as the development potentiality; ,adopt ‘différent regional
industry - layouts . of optimized developie key' develdpment, restricted
development. and prohibited development, etc. Z R
Article 11 Implementing the mutual-benefit and wifi-opening strategy, improving
the level of opening up, and promoting domestic¢ industrial structure upgrading.
We shall speed up transforming the way of foreign trade growth, enlarge the
export of commodities with independent intellectual property rights and
independent brands, control the export of products with high energy consumption
and high pollution, and encourage the import of advanced technologies, equipment
and resources in short supply in China. We shall support conditioned enterprises
to “Go Global”, and to develop and grow up in international market competition,
and drive the development of domestic industries. We shall improve the industrial
level of processing trade, . | “enhance the domestic capacity of coordinated
production. We shall m y _continue
opening service market _ « international
modern service industries. We shall improve the quality. and”’level. of utilization
of foreign  capital, . emphatically import advanced echnologies, “ management
experiences . and high-quality talents, and ~pay. attentisn to 'the digestion,
absorption; innovation and improvement of the imported technologies. The regions
and ‘development zones which have strong capacities of absorbing foreign
investments” shall emphatically improve the level:of production and manufacture,
and actively extend to the areas of research, development, and modern logistics,
etc, e

]

Chapter III Guidance Catalogue for the Industrial Structure
Adjustment

Article 12 The “Guidance Catalogue for the Industrial Structure Adjustment” is the
important basis for guiding investment directions, and for the governments to
administer investment projects; ~to formulate and enforce policies: m-public
finance, taxation, cred] and, dimport and export, ecte. e R

The “Guidance.Catalogue for the Industrial Structure Adjustment” " shall be
formulated in accordance -with the relevant laws and regulations of the state by
the State :Devélopment and‘ Reform Commission jointly with the: ‘relevant
administrative depatrtments of the State Council,-and be promulgated Upon approval
of the State Council. If, when required by -the ‘actual situation, the “Guidance
Catalogue’ for the Industrial Structure Ad stment” .needs to be partially
adjusted; it shall be timely amended and promilgated by the State Development and
Reform Commission jointly with the relevant administrative departments of the
State Cotincil. 4

In principle, the “Guidance Catalogue for the Industrial Structure
Adjustment” shall apply to various types of enterprises inside China. The foreign
funded enterprises shall be governed by the “Guidance Catalogue for the Foreign
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Investment Industries”. The “Guidance Catalogue for the Industrial Structure
Adjustment” is the one of main basis for amending the “Guidance Catalogue for the
Foreign Investment Industries”. The industries of the eliminated categery under
the “Guidance Catalogue for the Industrial Structure Adjustment” shall ‘a
the foreign- funded enterprlses The policy connection problem 1n“imp ementing
between the Guldance Catalogue for the Industrial Structure Adjustment” and the

“Guidance Catalogue-for the Foreigh: Investment Industries” ‘shall be subject to
: “”and dellberatlon by the State Developm and Reform_Comm1s51on

I-Commerce
Guldance Catalogue for the In

'"t:lalmStructurgﬂﬁdJustment is
, the encouraged category, the
The industries not belonging to
the enbouraged Lategory, the restricted categ orhthe eliminated category, but
conforming” to the relevant laws, regulations and policies of the state, shall
belong to the permitted category. The permitted category shall not be listed into
the “Guidance Catalogue for the Industrial Structure Adjustment”.

Article 14 The encouraged category mainly include the key technologies, equipment
and products to have important promoting functions to economic and social
development, to conducive to resource saving, environmental protection, and
industrial structure optimization and upgrading, and require to be encouraged and
supported by policies and measures, . The following principles shall be applled to
determine the guidance catalogue for the encouraged industries:

(1) Having technical basé for résearch, development and industr
China, and being cpnducIVB to technlcal innovations and formlng'
growth point; : - hy

(2) Having large market demands and a wide developmen" rnspeut at present and
w1th1n_a -period in’ the future, and being condu " 1mprov1ng ‘the capacity of

_ ¢ ommodltles in short supply, and ive - to develeping domestic and
overseas-markets; = ‘ :

(3) Ha}1ng htgh technical content, and bel & to promoting industrial
techn1cal progress and improving the industrial competitive strength;

(4) Meéting the requirements of the sustainable development strategy, being
conducive to the work safely, conducive to economize and comprehensive
utilization of resources, conducive to the development and utilization of new
energy and renewable energy, conducive to improving energy efficiency, and
conducive to protecting and improving ecological environment:

(5) Being conducive to exert China’'s comparative advantages, especially the
advantages of energy, mineral resources and labor resources, etc. at the old
1ndustr1a1 bases in the Middle. and Western Regions and the Northeastern Reglons

1zat10n in
new economic

(6) Being conducive to: boostlng employment and increasing job’ 9031t10ns and

(7) Other circumstarices preqcr1bed in laws and administrative regulatlons
Article 15 The restrloted category mainly include the ‘prodiction capacities,
industrial arts and “techniques, equipment and products which have outdated
1ndustr'a1 arts and techniques, do not meet the admittance condltlons of industry
evant provisions, are unconducive - i _dustrlal structure optimization
and: upgrading, and need to be transformed uride 'ross or prohibited from being
newly" ‘built.. The guidance catalogue for th stricted industries shall be
determined: in compliance with the following principles:

(1) Not conforming to the admittance conditions of industry , with outdated
industrial arts and techniques, and of no use to improve the industrial
structure;

(2) Being unconducive to work safety:
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(3) Being unconducive to economize of resources or energy;

(4) Being unconducive to environmental protection or resumption of the
ecological system; &

(5) Being under serious low-level redundant construction, and withtTBViously
surplus production capacities; .and - :

(6) Other circumstances prascrlbed in laws and administrative regulailonq
Article 16 The eliminated category mainly include the outdated industrial arts and
techniques, equ1pment ‘and products which do not conform te the relevant ldws and
regulatlons, ‘seriously waste resources, pollute. envzronment “do not:meet the work

. d;tlons.'and neéd to be ellminat d: :;The guldance ccatalogue for the
1ndu5trles shall be determine: mompllance iwith the following

1) Bndangeriﬁg production and personal safety nd 10t meeting the work safety
conditions; i

(2) Seriously polluting the environment or serlously destroying the ecological
environment;

(3) The product quality is lower than the minimum standard prescribed by the
state or the industry;

(4) Seriously wasting resources or energy; and

(5) Other circumstances prescribed in laws and administrative regulations.
ﬂrtlcle 17 The encouraged investment projects shall be examined approved
investment admlnlstratlon All financial institutions shall prov1de credlt
supports in compl:an' -,Lredlt principles. The equipment Jmporfed within the
total amount of investments for self use, except for the commodlties listed in
the “Catalogue of Nonﬂtax Pree Imported Commodities for Domestic Investment
Projects:. (Amended in 2000)" promulgated by thé - inistry’ of Flnanae, shall still
be exempted from customs duties and import valu' added tax, and shall, after the
new provisions such as the catalogue of 1nvestment projects on non—-exempted tax
have ™, been. promulgated be governed by stch. new provisions. As for other
preferen jal policies on encouraged industry proJegLs, the relevant provisions of
the state shall be applied.
Article 18 The new investments project under the restricted category shall be
prohibited.. The investment administrative department shall not examine, approve,
ratify or archive the projects under the restricted category. No financial
institution shall grant loans for such projects, and no administrative department
of land administration, urban planning, construction, environmental protection,
quality inspectiecn, fire prevention, customs, or industry and commerce, ete.
shall handle the relevant procedgVes for such projects. In case of any-vielation
of the provisions to carry out: étructlon hased on investment cr flnan. g, the
relevant entities and persons-shall be subject to liabilities. S

With respect to the ex1st1ng production capacities unde he' restricted

category , the_gnterprlses shall be allowed to, within a certain period, take
measures to transform or upgrade themselves, and “the Tinancial institutions
shall, in compliance with the credit principles, continue providing supports. The
relevant -administrative department of the tate “shall,  when required by
industrial structure optimization and upgrading, comply with the principle of
selecting the superior and eliminating the inferior and provide classified
guidance.
Article 19 Investments are prohibited from being contrlbuted to prOJects under the
eliminated category. All financial institutions shall stop various forms of
credit granting supports to such projects, and take measures to take back the
granted loans. All localities and departments as well as the relevant enterprises
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shall take powerful measures to eliminate such projects within the prescribed
time limit. The state price administrative department may, within the time limit
for elimination, raise the electricity price. No production technique, equ1pment
or product to be eliminated by -the state by explicit order may be 1mperted
transferred, produced, sold, used or adopted.

If any enterprise refuses to eliminate the production tcchnlque, equipment
or products on time,: the local people s govermnment at each level and the relevant
administrative department shall,” accordance with - the relevant  laws and
regulations of the state, order it to stop productlon ‘orclose it, and shall take
approprlate measures to resettle the employees thé enterprise, and guarantee
the. safety of financial institutions’ credi: asets, ete. - If its products are
subJect to. thesadministration by permit 1 cg -for, production, the relevant
admlnlstrative department shall lawfully “revoke its permit licence for
productiah’ the administrative department for industry and commerce shall urge it
to lawfully go through modification registration or nullification registration;
the administrative department of environmental protection shall revoke its permit
licence for pollution discharge; and the electric power supply enterprise shall
lawfully stop supplying electricity to it. If any enterprise violates the
provisions, its persons directly held liable and the relevant leaders shall be
subject to liabilities in accordance with the law.

quplementary Provi sions

Article 20 The present 'Provisions :shall come into force on the date of
promilgation. The “Catalogue -of Industries, Pxnducts and Technelog1es
Emphatically - Encouraged by the State to Be Developed ~(Amended in 2000)”
promulgated by the former State Plannlng Comm1551on and former State Economic and
Trade: Comm1551on as well as the “Catalogue 'of Outdated Production Capacities,
Technlques and Products to Be Eliminated (Bat i _Bateh IT and Batch III)” and
“Catalogue .of Projects Stopped from Reduhdﬁdﬂ”'Conatruction in the Area of
Industrial and Commercial Investment (Batch I)” promulgated by the former State
Economic and Trade Commission shall be repealed simultaneously.
Article 21 The relevant preferential policies implemented in accordance with the
"Catalogue of Industries, Products and Technologies Emphatically Encouraged by
the State to Be Developed (Amended in 2000)”“ shall be adjusted to implement in
accordance with the Encouraged Catalogue in the “Guidance Catalogue for the
Industrial Structure Adjustment”. The establishment of foreign—-funded enterprise
and the relevant taxation policies, etc. shall be governed by the relavant laws
and administrative regulations of'" he state on foreign investments. _-
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