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Guidelines of the Eleventh Five-Year Plan for National
Economic and Social Development

(Full Text)

The Guidelines of the Eleventh Five-Year (2006~2010) Plan of the People’s Republic of China for
the National Economic and Social Development is compiled according to the “Suggestions of the
Centra) Committee of the Communist Party of China on the Formulation of the Eleventh Five-
Year Plan for National Economic and Social Development” and its main purpose is to clarify the
national strategic intention, define the key emphasis in the government work and guide the
behaviour of market subject. It is the magnificent blue print of China’s economic and social
development, it is the common program of action of our people of all nationalities and it is the
important basis for the govemment to fulfil the responsibility of economic adjustment, market
control and surveiil social g and public service.

Part 1 Guiding Principle and Development Objective
Chapter 1 The Critical Period of Building a Well-off Society in an All-Round Way

The Tenth Five-Year Plan period was extraordinary five years. The overall national strength of our
country was enhanced significantly, the people's living standard was considerably irnproved and
international standing was apparently maised. In the face of complicated and varied foreign and
domestic situations, with the joint effort of the people of nationalitics, we effectively suppressed
the unstable and unsound factors occurring in economic operation, successfully defeated the
challenge of SARS epidemic situation and major naturai disasters and calmly responded to the
new change following the sccession to WTO. National economy was continuously and rapidly
developing and the major deveclopment objectives determined m the Tenth Five-Year Plan were
achieved ahcad of schedule. Industrialization, urbanization, marketization and intemationalization
steps were accelerated and economic restructuring was constantly deepened. Foreign trade stepped
forward, national financial rcvenue was greatly increased, total price level maintained bas:cally
stable, urban and rural people’s lives were further improved, national unity was
consolidated, various social causes and national defence and army construction made ncw
progress and socialist democratic political and spiritual civilization construction contiaued to be
strengthened. The more important is that the Party Central Committee proposed the major
strategic concept. These have laid a solid foundation for the development in the Eleventh Five-
Year Plan period. Looking forward to the future, we are standing on a new historical start point.

Special Column 1: Achlevement of Major in the Tenth Five-Year Plan
. Objective of Tenth Annual average growth in the
todicator 2000 | O Ve Pan | 295 | fentn Fve-Year Plan )

IAnnua) average growth of gross domestic product (%) 7 9.5

Additional §obs in citics and towns in the five yearg {4000) (4200)
[10,000persons}
[Transter of agnicultural labor force in the five yearg (4000] 4000}

10,000persons)
Registered rate of unemployment in citics and towns (%) 3 ) 4.2
%ﬂel of prices Basically stable 14

Total export import volume of goods {100 million USD) 4743 6800 14221 24.6
[Proportion of appropriation expenditure in research and tes{ 0.9 [ 13
Hevelopment in gross domestic product (%)
[Gross enroliment ratio of higher education (%) 1.5 15 21
IGross U ratio of seniar high school (%) 42.8 60 53
[Gross enroliment ratio of junior high school (%) 83.6 90 95




[Total national population (10,000 person) 12674} 133000 130756, 6.3%
Red of total discharge of major pollutants (%) [+0] <[10]
IAnnual average growth of per capita disposable income of urbary 5 9.6
pesidents (%)

JAnnual average growth of per capila net income of ruml b3 53
pesidents (%)

Eer capita rundama! buildi ngarea of urban m:dcms (m?) 203 22 26 5.1

ote: the of approp P in research and test development in gross domestic product was 1.55% according to !hq
18 before general economic survey; those marked with [ ] are accumulated values in the five years.

The Eleventh Five-Year Plan period is the critical period of building a well-off society in an all-

round way and has the historical status of linking the preceding and the following. It both faced
rare opportunities and had austere challenges.

China has the favourable conditions for maintaining stable and rapid economic development and
harmonious social progress. The accelerated upgrading of consumption structure of urban
residents will drive the rapid industrial restructuring and rapid urbanization development and thus
the market potential is enormous. China has abundant labour force resources and relatively high
rate of national savings. Its infrastructure is continuously improved, industrial ability to provide
the auxiliary items is relatively strong, scientific and technological education has relatively good
foundation and long term social and political stability is maintained. ItS reform is advancing in
depth and socialist market economic system is gradually improved, which will further excite
social vitality and development imp Peace, devell and cooperation become the tide of
the present time and the comparison of world politicel power is conducive to maintaining the
overall stability of international environinent. Economic globahmhon trend is developing deeply,
scientific and technological progress changes quickly and prod | flow and industnial
transfer are accelerated. The interrelation and mutual mﬂucnce between China and world economy
is increasingly dcepened, the two markets, domestic and world, and the two resources compliment
each other and external environment as a whole is favourable to China’s development.

Still main difficulties and problems exist in our advancing road. China is and will be in the
preliminary socialist stage for a long time, the productive force is not developed and some endured
deep level development-restricting contradicts still exists: fannland, fresh water, energy and
important mineral resources are rclatively insufficient, ecological environment is relatively
vulnerable, economic structure is irrational, the task to resolve the three dimensional rural issues is
very arduous, employment pressure is still great, the independent scientific and technological
innovation ability is not strong and system and mechanisin obstruction affecting the development
needs urgent resolution. In the rapid dcvelopmml of the Tenth Five-Year Plan pcnod some new
major problems emerged: uncox inv and & ption rel hip, blind
expansion of some industries, superfluous capacity, slow uansformation of economic growth
mode, excessive energy resource consumplion, aggravated environmental pollution, continuous
expansion of development gep between urban and rural areas and between regions and income
difference between some social members and backward development of social causes; therc are
still many factors affecting social stability. intermational environment is complicated and
changeful and the unstable, indeterminate factors affecting peace and development are increased,
the pressure that developed countries have the vhip hand in economy and science and technology
will exist for a long time, unbalance of world economy Jevelopment wiil be aggravated,
competition in resources, markets, techniques and tlents will be more intense and trade
protectionism will have new manifestation. All these will challenge China’s economic and social
development and safety.

In the critical period with the coexistence of strategic opportunity and contradiction, we must have
high historical sense of responsibility, strong awareness of hardship and broad intemational sight,
accurately grasp the phase characteristic of China’s development, base oursclves on scientific
development, put forth effort to innovate independently, improve system and mechanism, promote
social harmony, fully enhance China’s overall national strength, intemational competitive capacity




and anti-risk ability, open un a new situation of socialist economic construction, political
construction, cultural construction and social construction, and lay a solid foundation for the
smooth development in the next ten years and do all we can (o push forward China's characteristic
socialist cause.

Chapter 2 Implement the Scientific Concept of Developmeut in an All-Round Way

The Eleventh Five-Year Plan period will promote the national economy to develop contiouously,
rapidly and healthily and the society 1o progress in an all-round way. We shall be guided by Deng
Xiaoping's Theory and the importani thought of Three Represents and command the overall social
development with the scientific concept of development. Adhere to that development is the
fundamental principle. Adhere (0 giving priority to the development in governing and rejuvenating
the country, adhere to concentrating on economic growth and adhere to resolving the problems
cropping up on our way forward through development and reform. Development must be
scientific development. We shall keep human as fundamentality, change development concept,
innovate devclopment model, improve development quality and implement the “Five Overall
Planning” and turn the economic and social development onto the track of comprehensive and
coordinated sustainable development. We shall adhere to the following prirciples:

Maintain stable and fast economic development. We shall further expand domestic demand, adjust
investment and consuinption relationship, rationally control investment scale and erhance the
driving dCllOn of consumption on economic growth. Correctly comprehend the change of

! trend, maintain the basic balance of the total amount of social supply and
demand, avoid major economic fluctuations and realize rapid and good development.

- Accelerate the change of economic growth mode. We shall take resource conservation as
a basic national policy, develop recycle economy, protect ecological environment,
accelerate the construction of resource-saving and envirunmentally friendly society and
promote the coordination between economic development and population, resource and
environment Push national economy and socxe(y infonmatization, practically take the new
type industrialization road, adhere (0 ecc | develop clean develop and
safety development and realize sustainable development.

- Improve independent irnovation ability. We shall deeply implement the strategy of
rejuvenating the country through science and education and the strategy of remvtgoralmg
China through human resource development, take the enh of i
innovation ability as the strategic base point for scientific and technological dcvelopmem
and the key link for change of growth inode and greatly itcrease the original innovation
ability, integrated innovation ability and introduce and absorb re-innovation ability.

- Promote coordinated development between urban and rural areas. We shall proceed from
the overall situation of socialist modernization construction and plan urban and rural
development as a whole. Stick to regarding the resolution of the “three dimensional rural

issues™ as the key point of key point for all party members' work, let industry back feed

agriculture and city support viltage, push forward socialist new village construction and
promote sound urbanization devclopment. Implement overall regional development
strategy and fonn the coordinated regional development mechanism of mutually
complementation and beneficially interaction for the East, Central and West regions.

- Strengthen the construction of harmonious soctety. We shall, in accordance with the
requirements of human as fundamenrality and starting from resolving the practical issues
related to the people and masses’ vital interests, pay more attention to the coordinated
development of economy and socicty, accelerate the development of social cause and
promote overall human development. Pay more attention to social equity and enable all
people to share the achieveinents of reform and development. Pay more attention to




democratic and legal system construction, correctly deal with the relations of eform,
development and stability and maintain social stability and solidarity.

- Continuously decpen reform and opening to the outside world. We shall adhere to the
reform direction of socialist market economy, improve modemn enterprise system and
modern property right system, establish the price fomation wnechanism that reflect
market supply and demand and resource scarcity, more greatly exert the fundamental
function of market in resource allocation, increase resource allocation efficiency,
practically change goverminenta) functions and improve national macroscopic
readjustment and control system. Plan domestic development and opening o the outside
world as a whole, continuously increase the level of opening to the outside world and
enhance the ability to promote development while opening conditions are expanded.

According to the above guiding ideology and principle and aiming at the conspicuous
contradictiorts and problems in development, further adjust the concept of development propulsion,
change the inode of development propulsion and define the policy orientation of development
propulsion.

- Pushing forward development hy expanding domestic demand. Taking the expansion of
domestic d d and especially cc d i for the basic foothold, promote
cconomic growth o change from being driven mainly relying on investment and export to
being driven by consumption and investment and domestic demand and foreign demand.

- Pushing forward development by optimizing industrial structure. Taking the adjustment
of economic structure for the main line, promote economic growth to change from being
driven mainly by industry to quantity expansion to being driven by the three industries
and structural optimization and upgrading.

- Pushing forward development by saving resources and protecting environment. Taking
the promotion of fundamental change of economic growth mode for the centre of effort,
promote economic growth to change from being driven mainly by increase of resource
investment (o being driven by increase of resource utilization efficiency.

- Pushing forward development by enhancing independent innovation ability. Taking the
enhancement of independent innovation ability for national strategy, promote economic
growth to change from being driven mainly by fund and material elcment investment to
being driven by scientific and techiiological advancement and human capital.

- Pushing forward development by deepening the reforin and opening to the cutside world.
Taking the reform and opening to the outside world for impetus, promote economic
growth 1o change from being driven by administrative intervention in some fields to a
considerable extent 10 being driven by exerting the basic action of market distribution
resources to a greater extent under macroscopic readjusiment and control by the state.

- Pushing forward development by making human as fundamentality. Taking the
improvement of the people's living standard for the fundamental start poiat and footpoint,
promote the development to change from emphasizing the increase of material wealth to
more emphasizing the promotion of the comprehensive human development and
coordinated development of economy and society.

Chapter 3 Major Objectives of Economic and Social Developinent
According to the overall requirement of building a well-off society in an all-round way, the

following major objectives of economic and social development will be achieved in the Eleventh
Five-Year Plan period:




Stable operation of macroeconomy. Annual average growth of gross domestic product
will be 7.5% and per capita gross domestic product will double the figure of the year 2000.
45 million additional urban job opportunities will be rcalized and 45 million rural labour
forces will be transferred and regisiered urban rate of unemployment will be controlled at
$%. The general level of prices is basically stable and international revenue and
expenditure will be basically balanced. .

Optimization and upgrading of industrial structure. Indusery, product and emterprise
organization structure will be more rational and the proportion of added value for the
service industry in the gross domestic product and the proportion of employed people for
the scrvice industry in the total social employed peaple will increase 3% and 4%
respectively. Then independent innovation ability is enhanced, and the proportion of
appropriation expenditure for research and test development in the gross domestic product
is increased to 2% and a group of superior enterprises owning independent intellectual
property rights, well known brands and relatively stong international competitive force
will be formed.

Significant increase of resource utilization efficiéncy. Energy consumption per unit gross
domestic product is reduced for 20%, water consumption per unit industrial value added
is reduced for 30%, available factor of agncultural irrigation water is increased to 0% and
comprehensive utilization of industrial solid wastes is increased 10 60%.

Urban and rural regional development tends to be coordinated. The construction of new
social villages generates considerable effects and urbanization rate is increased to 47%.
Respectively characteristic regional development patterns arc peeliminarily formed and
the enlarging trend of the difference between urban and rural and interregional public
service, per capita income and living standard is inhibited.

Basic public service is reinforced apparently. The average educational time of the people
is increased to 9 years. Public health and medical service system is refatively sound.
Social security coverage is enlarged, the number of people covered by the basic old-age
insurance in citics and towns reaches 223 million and the coverage of new type village
cooperative medical service exceeds 80%. Poverty stricken population continues to
decrease and the ability to prevent and reduce disasters is reinforced and public order and
safe production situation is further improved.

Sustainable developiment ability is enhanced. The totai national population is controlled at
1.36 billion. Farmland retention is kept at 120 million hectares and safcguard level of
fresh water, energy resources and important mineral resources is raised. The ecological
environmental deterioration trend is basically inhibited, the total discharge quantity of
major pollutants is reduced for 10%, forest coverage reaches 20% and contro! of
greenhouse gas emission gencrates good results.

Market economic system is relatively perfect. The reform and institutional construction in
the ficlds of administrative manageinent, state owned enterprises, finance and taxation,
banking, science and technology, elucation, culture and health etc makes a breakthrough
and market supervision ability and social management level is markedly improved.
Opening to the outside world and domestic development is more coordinated and open
econumy reaches a new level.

The people’s iiving standard continues to be improved. Per capita disposable income of
urban residents and per capita net income of rural residents increase 5% respectively
annually and the quality of life of both urban and rural residents are universally improved
and conditions in residence, traffic, education, culture, health and environment are
considerably improved.




- Democratic legality butlding and spiritual civilization building make new progress.
Legality building 15 advancing comprehensively to form the socialist legal system with
Chinesc characteristics. Ideology and morality corstruction is further enhanced and

construction of harmonious society imakes new progress.

Special Column 2: Major Indicators of E ic and Social Develop in the Eleventh Five-Year Plan period
Annual
Class tndicator 2005 | 2010 | BVEB | Anribute
growth
(%)
|[Economic IGiross danmestic product (1,000 billion Yuan) 182 261 75  |Anticipative]
Fro\vth [Per capita pross domestic product (Yuan) 13985 1920 66 jAnticipative
[Proportion of sdded vahae for service mdustry (V%) 403 43 3] |Anticipative
Economic [Proportion of unermployment for service mdustty (%) 313 353 C] Anticipative
structure of appropriation experditure for research and et development in

gross domestic product (%) 13 2 f07] |Anticipative
[Urbargzaton rae (%) 43 47 (4] Anticipative

ITotal national population (10,000) 130756 136000 <8% | Obligatory

reduction of energy consumption per unit gross domestic product (%) [20) Obligatory

. Reduftion of water consumption per unit industrial value added (%) : (30 Obligatory
Population  [available factor of agncultural irrigation water , 045 05 0.05) ticipativ

resource  Comprehensive utilization of industrial solid wastes (%) Y558 &0 “2) Qn icipati

environment  Farmland retention (100 million heclares) |12 12 | 03 | Obligatory
Reduction of total emission of major pollutants (%) i 1 Obligatory

Forest coverage (%) Po182 2 {18) | Obligatory
Average cducational time of the pecple (year) bogs 9 [05] |Anticipativg

Surmbes of pecpl conered by basc i 4 100 rallion) ) 23 . Sl Obligatory

[Coverage of new type rural cooperative medical service (%) bo23s >80 ] >{565] | Obligatory
People life  [Additional job opportunities in the five years (10,000 persons); 1 [4500] |Anticipative]
Public service {Transfirofnural abawr force in the five years (10,000 parsors) i ! [4500) |Anticipative
egistered urban rate of unemployment (%) ©42 s : Anticipative
er capita disposable income of urban residents (Yuan) 10493 13390 i 5 Anticipative
capka et incorme of nural residents (Yuan) L3258 a0 1 s ticipative

N

of the five years; major pollutants refer to sulfur dioxide and chemical exygen demand.

Note: the gross domestic product and urban and rural resident income arc the price of 2005; those with [ } are the

1

Special Column 3: Attribute of Planning Indicators

The developient abjective deterniined in ikiis plan einbodies the peopla’s furdainental ‘nizrest and long-enn berefit and is the national
strategic intention cond=nsing the peopke™s wiil The quantization indicators in it are divide) Lio (wo classes: anticipative aid oblipatory.

Autclpative Indicator: is the nationally expected development ob;cc!m and i3 achreved inainly by re‘ym;oﬂ ihe market seif-, govemm;,
The

disribution and inake efforts to realize 1t

exertion of sdinnistative forces.

sl create and market adjust
resdjustrond and conteo! directior: and ‘:m-gn- @ proper tine and comprebensively exen various poficies 10 guxde social resource

Obligatory indlcator: is the indica‘cr that is fuither defined and strengthened on the basis of anticipsticn and is the work requirements
proposed by the Centrat G © local go and relaicd of the Central Government in pubic service and the
field involving public interests The shall ensure its rea! through ratonm ion of public resources and effective

Part 2 Construction of New Social Villages




Adhere 10 the basic general plan for unified planning of urban and rural economic and social
development and while actively and statly pushing forward urhanization, solidly and steadily push
forward the construction of new villages according to the requi of production devel
well-off life, civilized village style, neat village appearance and democratic management.

p

Chapter 4 Development of Modern Agriculture

Adhere to 1aking the development of agricultural productivity as the primary task of building the
new socialist village, push forward the strategic adjustment of agricultural structure, change the
agricultural growth mode, increase the comprehensive agricultural production capacity and value
adding ability and consolidate and strengthen the foundational status of agriculture.

Section | Increase Comprehensive Agricultural Productivity

Adhere (o basic food seif-support and stably develop grein production to ensure national grain
safety and o enable the comprehensive grain productivity to reach 500 million tons. Strengthen
the production ability in the main grain production regions and increase per unit area yield, quality
and production benefit of grains. Establish the interest dination mechanism between the grain
production regions and the main sales regions. Give priority to the grain production ability
construction in other regions.

Adhere 10 the strictest farmiand protection system and ensure thai the total quantity and quality of
basic farmland are not reduced and dropped. Strengthen the fundamental farmland construction
with emphasis given to the small water resource facilities, rebuild large scaled imigation areas,
accelerate the improvement of medium and low yield land and increase farmland quality and
agricultural ability to prevent and reduce disasters.

Enhance agricultural scientific and technological innovation and transformation ability. Accclerate
the construction of national agricultural scientific and technological innovation base and regional
agricultural scientific research centre. Accelerate the research and development and popularization
of such technologics as fine variety breeding of agricultural crops and animal and poultry and
aquatic products, forage feeding, epidemic disease preventon and treatment, resource
conservation and pollution treatment and control. Foster and spread excellent species such as
super-grade crossbred paddy rice. Strengthen protection and rational development and utilization
of species resources. ’

Reform the waditional cropping pattern, push agriculturai standerdization and develop eonomical
agriculture. Use chemical fertilizer, pesticide and agricultural film in a scientific way 2nd spread
the applicable technologies such as testing soil for formulated fertilization, balanced festilization,
slow-release nitrogen fertilizer and biological control of plant diseases and insect pests. Popularize
advanced and suitable farm machinery and implement and increase agricultural mechanization
level.

Section 2 Push Forward Agricultural Structural Readjustment

Optimize agriculture industrial structure. While ensuring the stable yield increase of grain, cotton
and oil, increase the proportion of fish breeding and poultry raising. Accelerate the development
of animal husbandry and dairy industry, protect natural pasture lands, construct forage grass and
herbage food base, improve animal and poultry feeding mode and enhance the levei of scalization,
intensification and standaidization. Develop economic forest and flower industry by adjusting
measures to local conditions. Develop aquacuiture and aquatic product processing, implement the
fishing cease and prohibition system and coatrol fishing intensity.

Optimize agricultural product suucture. Development high yield, high quality, high efficiency,
ecological and safe agricultural products. Mainly develop high quality special grain species and




economic crops with high economic benefit and gran saving arimal products and famos, special
and excellent new aquatic products.

Optimize agricultural regional layout. {ncreese the comprehensive grain production capacity in the
Huanghai and Huaihai Plain. the Changiiang mid- and down-stream Plain and the Northeast Plain.
In the regions with favourable climatic conditions, construct economic crops industrial zones and
famous, special, excellent, new, rare tropical crop industrial zones. Develop animal husbandry in
rural sections and agriculture and animal husbandry intersecting areas, develop grassland animal
husbandry in the south grass mountain and grass slope and the southwest karst terrains and restore
and foster the sustainable development ability in the traditioral pastoral areas. Develop dry
farming and water saving agriculture in water-deficient areas.

Section 3 Strengthen the Consiruction of Agncultural Service System

Improve agricultural technology transfer, agricultural product quality safety and standard,
epidemic prevention for animals and plant protection, cenification and approval service sysiems.
Integrate agriculture related information resources and strengthen the construction of agricultural
economic information application system. Push forward agricultural service organization and
institution innovation, encourage and guide peasants 10 develop various specialized cooperative
economic organizations and increase agricultural regularization exient.

Section 4 Perfect Agricultural Circulation System

Push forward construction and reconstruction of agricultural product wholesale market and
promote agricultural product quality hierarchization, including normalization. Continue to
implement the ** market development project for numerous villages and townships™ and accelerate
the reconstruction of supply and marketing cooperatives operating network and the extension of
urban commercial network points (o rural areas. Perfect the “green channel” network for fresh and
living agricultural products. Develop the chain operation of agricultural means of production and
standardize the market order of agricultural means of production.

Chapter S Increase peasants’ income
Section 1 Tap the potential of agricultural income increase

Actively develop the superior agricultural products with excelient variety, apparent cheracteristic
and high added value. Extend agricultural industrial chain to enable peasants to obtain more
incomes from expansion of agricultural function. Develop agricultural product processing,
freshness keeping, storage and transportation and other services. Support agricultural
industrialized operation, foster highly driving leading enterprises and improve the mechanism of
interest and risk sharing between entcrprises and peasant households. Expand the production of
labour intensive products and green foods such as cultivation and gardening. Encourage export of
superior agricultural products. Develop leisure and sightseeing agriculture.

Section 2 Increase non-agricultural income

Push forward township and village enterprise institutional innovation and structural readjustment
and guide township and village enterprises to concentrate in the small towns and county seats.
Support county-wide economic development, pay attention 10 the development of the labour
intensive industry and service industry with high employment capacity and strengthen countywide
economy. linprove employment information service systera, guide surplus labour forces to orderly
transfer to non-agricultural industiy and cities and towns, safeguard the legal rights and interests
of the people who go to cities 10 work and increase the working peasants’ income.

Section 3 Improve the Policy of Income Increase and Burden Reduction




Continue to implement the direct subsidy policy for peasants, increase subsidy strength and
promote the price of agricultural products to maintain at rationai level. Stabilize the price of
agricultural production means and cstablish agricultural suppont and protection system. Strictly
carry out agriculiural charging management and prohibit indiscriminate charge and unjustified
financial levies for peasanis.

Chapter 6 Improve Agricultural Appearance

Improve peasants’ production and living conditions through unified planning, step by step
impl ion, governunent guid mass voiuntariness, adjusting measures to local conditions
and paying attention of actual effects.

Section |1 Strengthen Rural infrastructural Construction

Make efforts to strength the construction of production #nd living facilities most urgently necded
by peasants. Accelerate the implement of rural drinking water safety project. Strengthen rural road
construction to basically realize that all towns and villages have bituminous paved (cement) roads
in the country, the villages with organizational system where conditions permit in the East and
Central Regions will have bituminous paved (cement) roads and the villages with organizational
system where conditions pennit in the West Region will have roads, and to improve the rursl road
management and protection system. Actively develop rencwable energy sources such as rural
marsh gas, power generation with stalk, small hydropower stations, solar energy and wind energy
and improve agricultural power grids. Establish the general telecommunication service fund,
strengthen agricultural information network construction, develop rural postal service and
telecommunication and basically realize telephone availability in ali villages and internet access in
all townships. According to the principle of land saving, facity supporting, energy saving and
environmental protection and characteristic emphasis, well carry out countryside censtruction
planning, guide peasants to build houses rationally and protesi the characteristic rural building
style and features. .

Section 2 Strengthen Rural Environmental Protection

Conduct national survey for the present situation of solid poliution and comprehensively treat and
control soil pollution. Prevent and control non-point source pollution such as pesticide, chemical
fertilizer and agricultura) field and gthen pollution tr for scaled cultivation farm. Push
forward trcatment of rural domestic wastes and wastewater and improve environmental sanitation
and village appearance and style. Prohibit industrial solid wastes, hazardous wastes, town refuses
and other pollutants from being transferred to rural areas.

Section 3 Actively Develop Rural Health Service

Strengthen rural health infrastructural construction with emphasis given to village and town health
centres and improve rural tertiary health service and medical assistance system. Train rural health
care personne! and cary out the activity for urban physician to support rural areas. Construct rural
drum supply network and monitoring network. Strengthen the prevention and control of zoonosis
such as bird flu. Improve rural birth control service system and implement the rural bitth control
family incentive and support system and the project of “bearing less and becoming rich rapidly”.

Section 4 Develop Rural Social Security

Probe into and establish the niral endowment insurance system comresponding to rural economic
development [evel and matching with other safety measures. Basically establish new type rural
cooperative medicinal system. The places where conditions permit shall establish rural minimum
living standard security system. Improve the social relief and assistance system such as support for
the “five guarantees familv™, subsistence allowance for low mcome households and relief and
assistance for disaster victims.




Chapter 7 Train New Type Peasauts

Accelerate the develop of rural education, skill training and cultural causes and train the new
type peasants who have culture, know techniques and can operate

Section | Accelerate the Development of Rurai Compulsory Education

Make efforts to popularize and consolidate the rural nine-year compulsory education. Exempt
tuition and miscellaneous fees from the students in rural compulsory education period and provide
textbooks and grant living expenses to boardcrs. According to the principle of defining the
responsibilities at various levels, sharing, and i ing, of fi ial inv by the Central
and local governments, improving safeguard level and multiple-step organizing and implementing,
comprehensively incorporate rural compulsory education into the public fiancé safeguard scope
and construct rural compulsory education fund safeguard mechanism. Implement rural teacher
training plan and enable 50% rural teachers in the Ceniral and West Regions to receive a
specialized training. Encourage urban organizations at various levels to serve the needs of
agriculture with intelligence and increase the strength of urban teachers to support rural education.
Comprehensively implement teleeducation in rural middle and pricnary schools.

Section 2 Strengthen Labour Force Skill Training

Support scientific and technological g for new type p and improve peasants’ farming
skill and scientific and lechnologlcal quallly implement the training project for transfer of surplus
rural {abour forces and reinforce the working ability of rural labour torces. Implement the training
project for rural practicable talents and train a large group of production experts, skilful craftsmen,
managing s1aff and scientific and technical personnel.

Section 3 Develop Rural Cultural Cause

Strengthen rural cultural facility construction and enlarge broadcast television and movie coverage.
Guide cultural workers to go deep into countryside and satisfy the peasants’ need of spiritual
culture. Support rural amateur cultural team and encourage peasants to initiate cultural industry.
Push the implementation of peasants’ sports and bodybuilding project. Conduct the activities of
“civilized villages and 1owns™ and “civilized households™ and guide peasants to develop the
scientific, civilized and healthy life style.

Chapter 8 Increase Agricultural and Rural Investment

Adhere to the “more grant, less levy and flexible policies™ and accelerate the establishment of long
term mechanism of promoting agriculture development through indusirial measures and
promoting rural area development through urban area construction. Adjust the national income
distribution pattern and in the national fiscal expenditure and budget fixed asset investment,
continuously increase the investment in agriculwre and rural areas according to the principle of
moderate inventory adjustment and key increment inclination. Enlarge the rural coverage by
public finance and ensure the increase of financial investment =1 the three dimensional rural issues
is higher than the previous year, additional fiscal expenditure oz education, health and culture is
mainly used in vural areas and the key point of infrastructural construction investment by the
Central Government and local governments at various level is placed in agriculture and rural arcas.
Reform the govemimental managemeat method for agriculture supporting investment, integrate
agriculture support investment and improve fund use efficiency. Encourage and support financing
institutions 10 increase investment in agriculture and rural areas, ectively develop petty credit and
guide social funds to invest in agriculture and rural areas.

Chapter 9 Deepen Rural Reform




Stabilize and improve the dual-level management system with contractual management on
household basis as the basis and with the combination of centralization and decentralization. The
places where conditions permit can circulate land contrecting and managing right according to the
law in the voluntary and paid principle and develop multi-form moderate scale management. Well
carry out the arbitration service in the circulation of land contracting. Consolidate reform
achievements of rural expenses of taxation, comprehensively push forward comprehensive rural
reform and basically complete reform tasks of village and township institutions, rural compulsory
education and county and township financial control system. Deepen rural reform of monetary
system, standardize the development of financing institutions conforming to rural charactenistics,
exert the agriculiure supporting action of rural credit cooperatives and establish and improve rural
financial system. Steadily push forward collectively owned forest right reform. Accelerate land
requisition system reform and improve rational compensation mechanism for the peasants whose
lands exprepriated. Enhance the service function of colleclive e:unomic organizations et village
level.

All out push forward the construction of agricultural grassroots organizations. Make effots to well
carry out the construction of village Party organizations and concumrently push forward the
supporting construction villager self-goveming organization and uther village leve! organization.
Actively promote the construction of village level organization activily areas. Strengthen the
construction of rural grassioots cadrc team. Prontote political affair disclosure and democratic
management and improve the village self-goveming mschenism full of vitality under the
leadership of the village ’arty organization.

Speical Column 4: Key Project of New Village Construction

Large scaled grain, cotton and ol production basis asd bigh quality graln industrial project. Conttruct siga by ares high yield and

crop commodaty Lrain production bases in the nuir ain produchion zanes and continue 10 construct high quality conan base and high quality of)
plant zone. In the 484 main prrin production countier {fanns) in e 13 main grain production 2ares. construct 10.000mu area by 2rea standard green
farm asd Enplanent s projecss as finc variety broeduny. prevention 3nd contro! of plant diszases and insect pests and advancement of agricuttural
machinery.

Soll fertlization project. fixrease the tannkind quality constrwrion wyngil of the medium wid low yield fannland with high potential of yield
increase and consiruct inlegrntia ad hasz for differenl typer of nea clay feruilizer iechnolegies 1 inerease the basie
s0il fartility of tediu:n and low yield fanns n Hie projecs implenraitalion zone ome ¢7.de highes.

Pant protection project. Improve county {Gity) kel rassroots stations and provincal level sul-centers and construct a group of ecological and
biokogical disaster conurol desnonsirmion hases. pevticide safety o3t evakuation centers and hinkchnoioyy test regional conters

Swpperting renovution for costinued construction of large irrigution areas and renovatlun at large scaled Nood drain pump statiens In the
foar central previnces. Carry oul supponing for contmued construction and waies saving reno-stion for tange scaled urigation areas. Updawe and
renovate the exisling Urge sced Nood drain puing stations in the four provinces of Huuan. Hubei, amexi and Anhui

Flee breed praject of crop culllvathon and fish breeding 30d pouliry raising. Construct asricultural crop genn plasm resource poot. agricultural
<rop improvanent center. fine varety brecding bese. snimal. poultry snd aquetic product stck and fine broedt sitk. agustic product inhernitaxe
Sreeding center. genn plasin resource pool and Lest onter etc.

Anima) epldemic prevention system. Construci and improve the six nmajor sysicms of animal cpidemic disease nrontianng and prewsming,
prevention and controd. quainiu supxrvision, aneaal revicdy quably supervision and resice: axmiikiring. epidanic disessc techinical support and
epidemic disease mateial saligund

Agricsitural product quality safety inspection and test systemt. Congruct nations! level amul-unl produuqual 1y mrard -\d n=1 rechnology
research center. agricultuzel product quality lest conter. regional quality inspection center. or 13l tevel product
quality inspection center and county levet agricultural product sest siation.

Agricultural drinking waler safely. Resolve the problem that 100 imdilion rural m.d:m\ driak high-fluoniase water, high asenic water, biner,
contaminated water. and the problem of dacd water quatity in stricken aren and 1nicroonzanism overlinit as well ss senious
water shortage in locnl regions, .

Roral road. Consnuct and improve 1.2 million kilometers of rural roads and all towuships and iowvns and admini sitlages where
permit will have roady,

Roral marsh gas. Construct the rural houtehold wse imarshs s project with the batic conten: of broas grverat
and kitchen change ay weil a3 the large and nwdhuin sized manh mas projects such a3 soinc scaled i

2 Dil. pigyery chanye. toilel change
nd_pocly cultivation farm and




ook ﬁ
Q%Lv;;_!

cultivation disiricts

Power supply 10 village and green encrgy county projoct. Burld SO ynoen viergy donuistrition countics and kke advaitage of power gid
extension. wind cheing pawer garcration. smuall hydiopow or satices end wolar ccrgy PV porver pencration ote 10 resol ¢ the probkan of electricity
utilizaton by the 3 5 mitlien peopke witlwwt clevirk ity

Rural medicsl health service svstem. With anphasis given 10 the viflage and town bealih comers it the Central and West Repions. concumently
construct county hospitals, mother and chiks iceith cane wstitutions s country tmditioral Chinew mnedical bospitls (uatwrnal hispitals).

Rural birth control service systemr. With emplasis given to the county and township techmical service stations 1n: the Cimirl and West Regions,
comstruct county ben cl service sations. cenust village and town service stations and mohile senvce cars ete.

Traasfer and employmesnt of rural isbor force. Strengthen nmal Iabor force shill Laining. employrient service and cight and interest safeguard
service ability coustruction and provide free kypai policy advice. auployment information. enwployment guidance and job introduction for the
| peasants who ieave lane 1o work

Part 3 Push Forward Industrial Structure Optimization and Upgrading

According 1o requirements of the new type industrialization rvad, adhere t0 having the market as
orientation, the enterprise as principal part and the reinforcement of independent innovation ability
as the central link, continue to exert the competitive advantage of labour intensive industry, adjust
and optimize product structure, enicrprise organizational structure and industnial Jayout, promote
integral technical level and comprehensive competitive force and enlarge and strength the industry.

Chapter 10 Accelerate the Development of High-Tech Industry

According to the requirements of industrial conceniration, scaled development and international
cooperation expansion. accelerate and promote the extension of high-tech industry from
processing and assembly 1o independent research and develupment and manutacture, push forward
the industrialization independent innovation ach and gitide the formation of « group of
leading industics with core competitive (orce, a group of industrial bases with outstanding
concentrating eflect, a group of Lransnational high tech enterprises and a group of well known
brands with independent intellectusl property nights.

Section 1 Promote Electronic [nformation Manufacturing Industry

According to the overall trend of digitalization, networkization and intelligentization, all out
develop the core industries such as iategrated circuit, software, new type parts and components,
mainly foster the information industry group such as photoelectric comymunication, wireless
communication, high performunce computation and network ec:nipment, construct industrial bases
including software, microesectron and photoelectron etc and promote the formation of
optoelectronic industrial chsin. Develop key technology of information industry, reinforce
tnnovation ability and competitive force ard extend indusirial cham.

Section 2 Foster Bioindustry

Exert China specific hiological resources superiority and technical superiority and mainly develop
biomedicine, biological agriculture, biological energy sources and biological manufacture aiming
at the major demand of health, agricu!ture, environmental proteciion, energy resource and material
fields. Implement the special project of biological industry and make efforts to realize the new
breakihrough in the key technology in biological industry and the research and development of
imponant product. Improve markel access system, protect specific biological resources and
safeguard biosafety.

Section 3 Boost Airspace industry
By adhering to the combination of far and near locations, ammy-civilian integration and

combination of independent development with international cooperation, develop new branch line
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airplane, large airplane, helicopter and advanced engine and airborne equipment and enlarge
subcontracted production and boost industrialization; drive the arspace industry to change from
test application type to business service type, develop communication, navigation remote sensing
etc satellite and their application, and form the airspace industrial chain for space, ground and
terminal product manufacture and operation sexvice.

Special Column 5: Major Special Items for High-Tech Industrial Project

integrated circuit -nn solm-m Construct irdegrated cincuit reseanch and developinent ceniee and realize 90nm and beiow micgrated circuit
process fication. Deveinp software. larye key apoi-ersion sofware xd intepieting syskan

New geaeration nctwork. Comtinat the rext genemiin infemnet denonsiralion projt. the dipital TV network coveneg ihe nation and the mobile
communication dema siration wetaork. Realize new generation network key tecliiology. kiy equianent. and key software idustratization and
build new neiwork Realize the spovial industrializanon of diyital asdio and viden pocucts,

Advaneed computation. Break thiough the quadnillion high perfonnance comnputer system technology, construct nietvork based od\-.mced computer
platform and realize ihe mdsuialization of tera scale Fagh pes fennance computar

Blomedicine. Construct 8 group of inajor disease prevention and control vaccine and gene drug i2ati projects,
perfoct the modem Chinesa medicine systemm and increase uew drub develapment nd inanufactunig ability.

Chvl aircrafl Develop several trunk tmes. bratt knes. uliity sivcrafts and hehcopters. Develop advanced engines.

Samifite application. Reseach aid develor: new type meteorologesl ovean. noune and comununication saicliis and develop nan-toxic.
polkation-free farge hru® carier rocket Canstruct ground observation satelfie et ramsit <aleliite syxtem. donestic smellite ground syseem
faciltities and appliation domonstnion project

New materla). Consinuct the industralizatinn demonstration project of various high pesfarmance wd new type marerials urgently needed in
information, biolopy and airspace industries sic.

Section 4 Develop New Materia! Industry

Aiming at the development demand of such industries as information, biology, sirspace, major
equipment and new encrgy, mainly develop special functonal materials, high performance
structural materials, nanometre materials, composite materials and environmental protection and
encrgy saving materials and establish and perfect the new material innovation system.

Chapter 11 Vigorously Develop Fquipreent Manufacturing Industry
Section 1 Vigorously Develop Major Technical Equipment

Make efforts to break through the core technology and improve the integral level of major
technical equipment research and development and design, core parts and components supporting,
prc ing and fi ¢ and system integration. Stuengthen organization and coordmation,
strengthen policy support and rely on key projects to complete technical standards. Rescarch and
develop a group of major technical equipment having significant influence and driving action on
the national economic safety, technical progress and industrial upgrading in the fields of high
grade NC machine tool and tundamental manufacture equipment, and high efficiency clzan power
generation and power transmission and trensformation, and guide the formation of a group of
enterprises with strong competitive force and integrated with research, development, design and
manufacture.

Section 2 Promote Automobile Industry level

Reinforce the independent innovation ability in automobile industry and accelerate the
development of automobile engine, automobile electronics, key assemblies and parts and
components with independent intellectual property rights. Exert the function of backbone
enterprises and improve the market share of passenger cars of independent brands. Encourage the
development and use of cnergy saving and environmentai protection and new type fuel




automobiles. Guide enterprises to realize merger and recombination in competition and form
several enterprises with the capacity of one million vehicles

Section 3 Enlarge the Strength of Shipbuilding Industry

Strengthen independent ship design capability and construction of ship equipment supporting
capability and large shipbuilding {acilitics, optimize the three major ship fonns of bulk cargo ship,
tank ship and container ship and mainly develop high-tech and high added value new type ship
and ocean engineering equipment. Build shipbuilding base in the regions around Bohai Sea,
Changjiang Estiary and Zhujiang Estuary etc and guide the shipbuilding enterprises in other
regions to make rational layout and concentrated development.

Special Colunin 6: Key Point of Vigorous Development for Equipment Manufacturing
Industry

Large sezled high efficicncy clean power generstion equipment. Chie million KW grade nuchesr power gencrating unt. uitra-supercritics? therma
power geneniling unit. gas-tieam combined cirtle wiiL inlegnal coal gasification yas-deam cambincd cycle und. lange circulating (tuidized bed
boiler. large hydropower peneratay; unil ad puiped skmage wait Large air cooled wnil 4nd high poavs: wind: yoneming sei =tc.

Ultra-high voltage power ang 1o Grmp the for £500KV DC and 750KV AC
key power and i i ad develop 1.0KIKV extin high volngx AT and 1300KV OC corplete 1mnsinission and
trassformation equinmen.

Large scaled complete ettylene cquipment. Push forwand the nationalization of one illion 1on yrade brge scaled conplete ethylenc cquipment
and complete p-aykene and terephuhalic acid equipment.

Large scated complete coal chermical p '3

for coal ad and olefine ion with coal.

Large seated menaliurgical equipment. Larpe scaled cosmicte sheel metat cold and bot tandem lling equipment and coating and plating process
squipment.

Comprehensive cicavation equipnient in cout ndnes. Lane «<aked ive conl saaf i and lifting. washing and
dressing equipmens and larye waled sorface mine equipiment

Large ship equiprent. lange scaled occan pramiewn emrincerag squipmer:t. 300.000 ore mxd crude 0ii trRusport ship. cosdamer ship with more
than 10,000 standard containerx. hauefiex! mtural gas tronspan ship ek large. high tech. Itigh added value ships end high power dicsel engine
oQuipment.

Rall trassit Grasp the core and realize the ization of the fuch g3 2200hnvh high spead mil train and new
Type subway vehicles.
enviresmeola! protection and comprehensive resouree Larye scaled envi protection equi such s alr

pollution control and treatment. urban and indusirial wastewater traatment and so0lid waste ireatment and comprehensive resource utilization
equipment such as seavater utiliation and rejocted vehicte treabnent ctc

NC machine tool. lucrease the kevel of large scaled. precisior and high spoed NC equipiment snd NC systen: a8 well &9 functionat party.
Chapter 12 Optimize the Devetopment of Energy Industry

Adhere to giving prionity to conservation and base ours¢ives upon inland and have coal as the
basis to realize pluralistic development. Optimize production and consumption structure and build
the stable, economic, clean and safe energy supply system.

Section 1 Orderly Develop Coal

Strengthen coal resource exploration and realize unified planning and rational development, and
enhance coal recovery and reduce impact of coal mining on ecological environment. Construct
large scaled coal base, encourage coal enterprises to carry out combined restructuring and guide
the formation of several enterprises with 100,000,000t production capacity. Encourage
advantageous coal cnterprises to implement the coal eleclricity joint venture or integrated
operation of ceal, electricity and transport Adjust, innovate and reorganize medium and small




sized coal mines and legally close down the coal mines withoul the safe production conditions and
with resource and environmental destruction.

Strengthen the comprehensive weatment for coal mine gas and accelerate the development and
utilization of coalbed gas. Strengthen clean oal production and utilization, encourage the
devclopment of coal washing and dressing and comprehensive utilization of lower calorific value
coal and gangue power generation and develop and spread the technologics such as high
efficiency clean combustion and flue gas desulphurization. Develop coal chemical industry and
coal-based liquid fuel and orderly push forward the construction of coal liquefactior,
demonstration project to promote Lhe transformation of deep coal processing.

Section 2 Actively Develop Electric Power

Optimally develop .thermat power with emphasis given 0 'arge scaled high efficiency
environmental protection units. Construct large scaled ultra-supercritical power stations and large
air cooled power stations. Push forward power generation with clean coal, build 60MW unit
circulating fluidized bed power plants and initiate the integral coal gasification gas-stearn
combined cycle power plant project. Encourage the development of mine mouth plant and build
large scale coal power generation base. Properly develop natural gas power gencration and
accelernte the etimination of backward smail thermal power units.

Orderly develop hydropower on the basis of ecological protection and well carry out resettlement
of affected residents, environmental governance and flood prevention and nautical navigation
Build hydropower bases in Jinsha River, Yalong River, Lantseng River and upper reaches of
Yellow River and the large scaled hydropower stations including Xiluodu and Xiangjiaba etc.
Properly build pumped storage stations.

Actively push forward nuclear power construction. Mainly construct one million KW grade
nuclear power station. Gradually realize the independent design. manufacture, construction and
operation of advanced pressurized water reactor nuclear power station. Strengthen nuclear fuel
resource survey, exploitation and process technology innovation and key auclear power
technology development and nuclear power talent fostering.

Strengthen power grid construction. Construct the three major power transmission channel of
West-East Power Transmission Project and transregional power transmission and transformation
project. Expand the scale of Wesi-East Power Transmission and continue to push forward West-
East Power Transmission, South-North Mutual Aid and countrywide network connection. Strength
regional and provincial level power grid construction, synchronously develop power transmission
and distribution network, strengthen urban and rural power grid construction and innovation,
complete urban and rural power distribution network, enlargs power supply scope and ensure
power supply safety.

Section 3 Accelerate the Development of Petroleumn and Natural Gas

Accelerate the exploration strength of petroleum and natural gas sesources. Strengthen oil gas
resource survey and evaluation, enlarge exploration range, mainly explore sea area, main oil gas
basin and new land oil gas arca and camy oul non-conventional oil gas resource survey and
exploration such as coatbed gas, 0il shale, 0il sand and ges hydrate. Push ward pluralistic subject
of oil gas exploration and development.

Pay equal atiention to oil and gas, stably increase crude oil yieid aud increase natiral gas yield.
Strengthen dependable yield innovation of old oil fields acd suspend the degression of old field
yield. Accelerate ail gas resource development in the regions such as deep sea arca, Tarim,
Junggar, Erdos, Qaidam and Sichuan Basins. Adhere to equality and cooperation and mutual
benefit and win-win and enlarge overseas oil gas resource cooperation and development.




Moderately construct impon natural gas project in the coast reziins and expand and construct
national petroleum reserve base.

Accelerate the planning and constuction of oii gas trunk pipe nciwork and supporting facilities
and gradually complete national oil gas pipeline network. Build West-East Oil Transmission and
North-South Oil Transport product oil pipe. Construct at appropriate time the second West-East
Gas Transmission Pipeline and land route inport oi! gas pipelinc.

Section 4 All Out Develop Renewable Energy Resources

Carry out preferential finance and taxation and investment poticies and mandatory market share
policies, encourage the production and consumption of renewab'e energy resources and increase
its proportion in the primary energy consumption. All out develop: wind energy and build 30 more
than 100.000kw farge scaled wind power generation projects and form one million KW wind
power generation bases in Inner Mongolia, Hebei, Jiangsu and Gansu etc. Accelerate the
development of biomass energy, support the development of power generation with stalk, waste
incineration and bio-diescl oil, construct a group of stalk and forest mass power stations, and
cnlarge the production capacity of biomass solid fuel. fuel ethanol and bio-diesel oil. The
synchronized installed capacity wind power generation and biomass power generation reaches §
million KW and 5.5 million KW. Actively develop and utilize solar energy, geothermal energy
and ocean energy.

Chapter 13 Adjust raw material industrial structure and distribation

According w the principle of total quantty control, backward elimination, restructuring
acceleration and level promotion, accelerate the adjustment of raw material industrial structure and
distribution, reduce consumption and pollution and increase product grade, technical content and
industrial concentration ratio.

Section 1 Optimize the Development of Metatlurgical Industry

Adhere to domination of domestic demand, make efforts to resolve surplus production capacity,
strictty control additional iron and steel production capacity, accelerate the elimination of
backward technology, equipment and product and improve iron and steel product grade and
quality. Push iron and stee! industry to develop recycle economy and exert the product
manufacture, energy conversion and waste digestion and trestment function of iron and stee!
enterprises. Enicourage enterprises 1o carry out fransregional collectivized restructuring and form
several enterprises with international competitive force. In combination with the relocation of
urban iron and steel enterprises such as Shougang and elimination of backward production
capacity, construct Caofeidian iron and steel base. Actively utilize low grade iron ore resources.

Control the total quantity of electrolytic aluminiun, wmoderately develop alumina, encourage the
development of deep aluminium processing and new type alloy material and enhance the
comprehensive utilization level of aluminium industrial resources. Increase the cxploration
strength of copper, lead zinc and manganese ore resources, increase backup resources and stabilize
mine production. Control the construction scale of copper, lead and zinc smeltering and develop
further processed products and new type alloy materials. Strengthen rare earth and tungsten, tin
and antimony regource protection and promoic the application of rare carth in the high-tech
industry.

Section 2 Adjust Distribution of Chemical Industry

According to base, large scale and integration disection. adjust the distribution of petrochemical
industry. In the concentrated oil product consumption regions, moderately expand oil refining
production capacity mainly through expansion; in the concentrated oil product consumption
regions without oil refining indusiry, rationally arrange new projects; and in the regions with




rclatively redundant production capacity, contiol oil refining scale Close down, stop. merge and
change smell low efticiency oil refining devices. Rationally arrange large scaled ethylene projects
and form several Refinery-Chemical integraiion bases and prevent mass action all at once.

Adjust the distribution and structure of che.nical fertilizer. pesticide and agricultural film
industries. Construct million tons level urea base in the energy production region and grain and
main cotton production regions. Construct phosphate fertilizer bases in Yuannan, Guizhou and
Hubei and potasium fertilizer bases in Qinghai and Xinjiang. Control the total quantity of pesticide,
mprove pesticide quality and develop high efficiency, low foxic and low residue pestioide.
Develop and popularize degradable agricultural films.

Optimize the development of basic chemical materials, actively develop fine chemical industry
and eliminate high pothution chemical enterprises.

Enhance independent drug development ability. consolidate traditional chemical bulk drugs and
develop characteristic bulk drugs. Strengthen Chinese medicine resource survey, proteclion,
development and sustainable utilization, construct Chinese medicine resource base and all out
develop Chinese medicine industry.

Section 3 Promote the Sound Development of Building Material and Building Industry

With emphasis given to the conservation of energy resources, protection of ecological
environment and improvement of product quality grade, promote the structural readjustrent and
industrial upgrading of the building dustry. In the places where conditions permit, develop at
and above 5,000t/d new type dry-process cement and gradually eliminate the backward production
capacity including vertical kiln. Improve the quality and processing depth of building materials
such as glass. All out develop energy efficient and environmenial protection new type building
materials, insulation materials and green decoration materials.

Push forward the technical advancement of the building industry, perfect the engineering
construction standand system and quality and safety supervision mechanism, develop building
standard parts, promote construction nechanization and enhance building quality.

Chapter 14 Promote the Level of Light 2nd Textile Industry

Make efforts to forge the independent brands, improve quality, increase varieties, satisfy
diversified demands, enlarge top grade market share, consolidate and enhance the competitive
power of the light and textile industry ’

Section | Encourage the Light and Textite Industry to Improve Manufacturing Level

Use the new technologies such as information, biology and environmental protection o innovate
the light and textile industry. Adjust the raw material structure of paper making industry, reduce
water resource consumption and pollutant discharge, eliminate backward straw pulp production
line and carry out forest and paper integration project in the regions where conditions permit. All
out develop food industry. mprove finish and deep processing level and safeguard food safety.
Encourage houschold appliance, plastic product. leather and other light and textile industries to
devcelop new products and improve technical content and quality. :

Section 2 Encourage the Textile Industry to Increase Added Value
Increase the technical content and the proportion of independent brands of the textile industry.
Develop high tech, high performance, ditferential, green and environmental protection fibre and

recovered fibre and enlarge the development and utilization of industrial textile products, sitk and
non-cotton natural fibres. Push the transfer of textile industrial gradient.
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Chapter 15 Actively Push Forward Informatization

Adhere 10 driving industrialization with informatization and promoting informatization with
industrialization to improve tlie level of economic and social informatization

Section | Accelerate the Informatization of Manufacturing Industry

Innovate thc manufacturing industry with informatization. advance production equipment
digitalization, production process intelligentization and cnterprise management informatization
and promote the change of research and development and design, production and manufacture,
material circulation and warchousing, and marketing in the manufacturing industry. Improve the
informatization level of electromechanical equipnient and realize precision and accurate and high
efficiency production. Popularize the technologies such as total distributed control, field bus
control, and agile manufacture and strengthen online inonitoring. prewaming and control of
production process.

Section 2 Deeply Develop inforimation Resources

Accelerate the construction of the national basic information bank and promote basic information
sharing. Optimize information resource structure. Strengthen information acquisition in the fields
of production, circulation, science and technology, population, resource and ecological
environment and strengthen deep development, prompt processing, dissemination, sharing and
efficient utilization of information resources.

Section 3 Perfect the Information Infrastructure

Actively push ahcad the “Convergence of Three Networks™. Corsteuct and perfect wideband
communication network, accelerate the development of wideband user access network and stably
push forward the construction of the new generation mobile communication network. Construct
the digital TV network integrated with cable TV, ground and transmission. Build the next
generation internet and accelerate commercialized application. Formulate and improve network
standards and promote inter ion and i ication and resource sharing.

Section 4 Swength the Information Safety Guaraniee

Actively defense and comprehensively prevent and improve information safety guarantee ability.
Strength the information safety infrastructural construction including safcty monitoring and
control, emergency response, key management and network trust. Strengthen the safety protection
of basic infortnation network and important national information systems. Push ghead information
safety product industrialization. Develop specialized information safety service such as
consultation, deicrmination and review and disaster recovery. Improve safety grade protection,
risk assessment and safety access system.

Part4 Accelerate the Development of Service Industry
Adhere to marketization, industrialization and socialization direction, broaden ficlds, expand
scales, optimize structure, reinforce functions and standardize market and improve the weight and
level of the service industry.

Chapter 16 Widen the Productive Service Industry

All out develop mainly producer oriented service indusury, refine and deepen professionalized
work division, reduce social transaction costs and improve resource allocation efficiency.

Section 1 Give Priority to the Development of Traf¥ic Transpor! Industry




Unifiedly plan and rationally distribute traffic infrastructure, well carry out the mutual link-up of
various transportation means. exert the combination efficiency and integral advantage and
construct convenient, unobstrcted, high efficiency and safe integrated transport system.

Accelerate the developiment of rail transport. Mainly construct passenger special line, intercity rail
transit and coal transport channel and preliminanly fonn tte personal rapid transit and coal
transport network. Expand road network in the West Region, strengthen road network in the
Central Region and Perfect road network in the East Region. Strengthen the construction of
container transport system and major passenger and cargo hubs. Construct 17,000km new railway
line including 7,000km special passenger transport line.

Further inprove road network. Mainly construct national highway network and basically form the
framework of national highway network. Continue to perfect national highway and provincial
trunk road network and get through inter-provincial channel and exert the integrai efficiency of
road network. The total distance of roads reaches 2.3 million kilometres including 65.000km free
way.

Actively develop waler transport. Perfect the layout of coastal and riverside ports, mainly
construct container, coal, import oil and gas ard iron ore transfer and transport system. Expand
port's throughput capacity. Improve ses gate navigation channei, improve the conditions of inland
rivers to be open to navigaton. Construct the high grade navigaion channel network including
Changjiang Gold Watercourse, Changjiang Delta and Zhujiang Delta and push forward the
combined river and sea transport.

Optimize civil airport layout. Expand large scaled airport, perfeet inedium scaled airport and
increase smatl scaled airport and increase the airport density in the Central and West Regions and
the Northeast Region. Improve airline network. Construct modem air traffic control management
system.

Special Column 7: Key Project of Traffic Infrastructure

Raltway. Consiruct Beijing-Slianghai. Befiing.Gi Shenzhen. Harbin-Dalian. Xi'an. Shanghai-Ningbo-Shenzhen and Nanjing-
Wuban-Ohenpda passenger raibway lines for passenger tinflic. Beijing-Tianpn. Stanghai-Nanjing  Shangu- Hangzhou. Nanjing-Hangzhou, snd
Quangzhou-Zhuhai ity rail ausit. Xisiguang-Meizhou Bay. Lanzhou-Chongging. Tabvuan-Zhongwei (Y:nchaan) rdways and Qinghai-Thet
Railwey eatension line. and Datony-Qinghusngdno. Shuozhou. Huanghia pilway capacity expansion and reconstruction.

Fighway. Consteuci Buijing Sheonghai. Neijing-Tuzhou, Ocijing-Homy Kong (Macaol. Besjing-Kunming. Beijing-Harbin. Shenyang-Haikow,
Backoa-Maoming, Quadso-Yindluam. Najing-Luoyang. Shanghai-Xi'me StangrarChengquy. Shanghai-Kuanting. Fuzhou-Yingchusn and
Guangzhou-Kunmin cxpressvays.

Port. Construct coal. itport petroleant and gas. import iron ore transfer and transpart systein and container transport systems for Dalian, Tangshan,
Tianjin, Qingdso. Shanghai. Ningbo-Zhowhan, Fuzhouw Xiamen. Shenzhen, Guangzhou. Zhajiang and Fangcheng constal pors. Construct cos)
asfer and storage bases o1 appropriate time in Fast China and South China.

Water transport. Construct Changyiang Estuary Decp Channe! Govermance Phass 11l Project. Zhujing Estuary Sea Gate Channcl Project,
Changjimg River Sysiem. and Zhujiang Waler System and Beising: Hangzhou Canal (hannc! Govenyinee Project 2nd sccelerdie the construction of
inner river ports of ChongQitg. Wuhan and Najing.

.| Alrport. Expand eijing. Shanghai. Guangzhou. Hangzhou. Chengdu. Sncacten. Xi'sn, Urunichi. Zhengzhou, Wuhan siports. relocate Kunming
and Hefei Airpon ek and constnuct branch line airperts m the Cental and West Regions and the Northeast Reyion.

Optimize transport resource: allocation. Strengthen hub link and inland transport completion and
promote transport integration. Develop and apply high tech technologies such as high speed heavy
load and large scaled specialized transport and new gencraiion ravigation system and spread
multimodal container transportation and express delivery service. Apply information technology
to promots transport management level and popularize intelligent traffic transport system.
Develop transport intermiediary service such as cargo agent and passenger and cargo marketing.
Construct international navigation centres of Shanghai, Tianjin and Calian.
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Section 2 All Qut Develop Modern Material Circulation Industry

Popularize modem material circulation management technology, promote enterprise-wide material
circulation socialization, and realize series operation of snicrprise material procurement,
production organization, pruduct sales and renewable resowrce recovery. Foster specialized
material circulation enierprises and actively develop the third party matenial circulation. Establish
material circulation standardization system, strengthen material circulation new technology
development and utilization and push material circulation informatization. Strengthen the
integration of material circulation infrastructure. establish large scaled matenial ciiculation hub
and develop regional material circulation centre.

Section 3 Orderly Develop Financing Service Industry

Improve financial system, perfect service function, innovate service types and enhance service
quality. Standardize and develop raedium and small banks with diéferent types of ownership and
the non-bank financial institutions such as security company, finaice company, fi il lease
company and fund manageaent company. Encourage financial innovation, steadily develop
comprehensive financial service and support the devclopiment of network financial service.
Actively develop medium and small enterprise oriented financing and petty credit. Perfect the
payment and settlement system and increase payment and iiquidation efficiency. Improve the
registration, trusteeship, ard transaction and liquidation system of financial market. Develop
overseas financial service and foreign exch nisk g and comprehensive fi i
etc and provide convenient service and foreign exchange risk avoidance tools for cross-border
operation of cnterprises.

Broaden insurance service ficld and develop endowment insurance and medical insurance and
exert the important functions of commercial insurance in the parfeciion of social security system.
Develop agricultural inswance and liability insurance and eswablish nationally supported
agricultural and catastrophe reinsurance system. Broaden insurance fund exertion channel and
develop new service modes such as network insurance.

Section 4 Actively Develop Information Service Industry

Improve basic service of post and telecommunication, develop value added service, explore rising
service and promote general service. Adjust telecommunication service structure and develop
internet industry.

Actively develop electronic commerce. Establish and improve electronic commerce infrastructure,
legal environment, credit and safety certification system and construct safe and convenient only
payment service platform. Develop inter-enterprise electronic commerce and popularize the third
party electronic commerce transaction and service aiming at the imedjum and sroall enterprises and
key industries and regions.

Push ahead ¢lectronic government affairs. Integrate network resources, establish unified electronic
government affairs network, build government affairs information platform, data exchange centre
and digital certification centre, and promote inter-departmental information sharing and business
cooperation. Develop basic data resources and office resources and perfect the key business
system. Improve portal website system interacting between the government and the enterprise and
the public and legally disclose government affair information and promote the standard of
procedure for handling affairs. Foster public information service institutions and Jevelop and
utilize putlic information resources

Strengthen mapping infrashuctural construction. enrich and develop and utilize geographic
information resources and develop geographic information industry. Encourage the digita! content
industrial development in the fields of education. culture, publication, and broadcast movie and
television, enrich Chinese digital content resources and develop caricon indusiry.




Section 5 Develop Comumerzial Service Indusuy in a Standurdized Way

Broaden and standardize the legal services ruch as lawyer, notarization, legul aid, judicial
expertise and economic arbitration. Develop invesunent and assets management service for project
planning, financial consultant, procurement and restructuring and listing. Develop, in a
standardized way, the econuwmic authentication service such as accounting, audiling, 1axation,
assets evaluation, calibration. test and goods inspection. Support the development of consultation
service such as market survey, engincering consultation, management consultation and credit
service. Encourage the development of specialized industrial design. Promote advertising industry
developiment. Rationally plan exhibition hall and develop conference and exhibitor industry.

Chapter 17 Enrich Consumption Service Industry

Adapt to the upgrading trend of residents’ consumption structure. continue to develop consumer
oriented service industry, enlarge supply of deficient service pruduct and meet the diversified
service demand.

Section 1 Promote Comumercial and Trade Service lndustry

Encourage the development of ownership type and diversified operation form, good faith and
people-conveniencing retail and food and beverage commercial and trade services. Actively
develop modern circulation mode and organization form such as chain operation, concession
operation and material circulation and distribution. According to the requirement of urban function
optimization and traffic easing, rationally adjust urban commercial network point structure and
layout.

Section 2 1)evelop Real Estate Industry

Adjust housing supply structure, mainly develup general commercial housing and economically
affordable irousing and strictly control large area high grade cornmercial housing. According to
principle of supply guaraniee and house price stabilization, strengthen the adjustment and control
of the primary and secondary real estate market and lease market 1o promote cchelon housing
consumption. Improve real estate development and financing mode, strengthen capital
management and develop in a standardized way the housing consumption credit and insurance.
Standardize realty gement behavicur and improve marketizalion degree.

Section 3 All Out Develop Tourist Industry

Comprchensively develop domnestic tourism, actively develop inbound tourism and develop
overseas tourism in a standardized way. Rationally develop and protect tourist resources, improve
infrastructure, push the consauction of key tourist zones and tousist lines and standardize tourist
market order. Continue to develop sightseeing wurism, develop leisure and vacation as well
science popularization, agricultural, industrial and ocean subjeci tourism etc and perfect self-
service tourist service system. Continue to promote red tourism. Accelerate the integration and
restructuring of tourist enterprises and encourage the development of characteristic tourist
commodities.

Section 4 Strengthen Town Public Utility

Give priority to development of public transit, improve urban road network structure and public
transit site and station, and make rail transit the preferred field and plan it in advance and construct
it in appropriatc time in the big citics and city groups where conditions permit. Actively develop
taxi indusiry. Strengthen the innovation and centurion of urban water supply and drainage and
reclaimed walter pipe network, reinforce safe water supply ability and enlarge the use range of
regenerated water. Retionally plan and construct and innovate urban centralized heat supply and
fuel gas facilities.
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Section S Accelerate the Development of Comimunity Service Industy

Aiming at the people-conveniencing service, mainly develop comnuinity health and homemaking

service, ity; safety old people and infant caring, food distribution, repair

service and waste and old material recovery etc. Smooth community management system, push
ity service dardization and networkization construction.

Section 6 Develop Sports Cause and Sports Industry

Strengthen the construction of sports facilities in the basic urban and rural levels and various
schools, camry out all people bodybuilding activities and improve the body constitution of all the
people and especially the youth. Protect and dcvelop national and civilian sports. Deepen sports
reform and encourage social forces to initiate sports causes and invest in sports industry. Develop
in a standardized way the sports and body building, contest and pertormance, sport lotiery, sports
80oods as well multi-form sports organizations and operating entities. lmprove competition and
sports level and well hold Bejing Olympic Games and Guangziaou Asian Games.

Chapter 18 Policies to Promote the Development of Service Industry

Break monopoly and release access fields and establish open, equat and standard industrial access
system. Encourage social funds to invest in the service industry and increase the weight of non-
public economy. In the fields outside the public service, 1l is necessary to accelerate
industrialization reorganization according o the principle of separation profitability and non-
profitability. Profuability institutions shall be restructured mto enterprises and establish modern
enterprise system as soon as possible. Continuc 10 push forward the socialized reformation logistic
service of governmental agencies and institutions. Adopt active finance, taxation and land and
price policies and support the development of the key field of service indusiry, weak iink, rising
industry and new type industry. Perfect the service industry standard system and push forward
service standardization. Big cities shall place the development of service industry in the preferred
position and the places where conditions permil shall gradually form the industrial structure
mainly based on the service economy.

Part S Promote Regional Coordinated Development

According 10 resource environmental bearing capacity, development basis and potential and in
compliance with the requirements of exerting comparative advaniage, strengthening weak link and
enjoying equal basic public service, gradually torm the regional coordinated developinent pattern
that primary funciion is clearly oriented, the east, central and west beneficially interact and the
difference between the pubiic service and the people's living standard tends to decreuse.

Chapter 19 Implement the Overail Regional Development Strategry

Adhere 10 implementing the overall regional development strategy of pushing the West
Developmnent, boosting the old industial base such as the Northeast Region, promoting the
Central Region to grow up, and encouraging the East Region to take the lead in development,
improve coordinated regional interacting mechanism and form the rational regional development
layout.

Section | Fush Forward the Western Development

The Western Region shall accelerate the step of reform and opening to the outside world and
reinforce its own development ability through national support, own effort and regional
cooperation. Adhere to stringing points with line and diiving area with point and rely on central
citics and highways to carry out key development. Strength infrastructural construction, construct
cross-border and transregional railway and new channel for West-East Coal Transport, build the
“Five Longitudinal and Seven Transverse™ west road sections and cight inter-provincial highways
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and construct power supply base and West-Fast Power Transmission Project. Consolidate and
develop the achievements of returning farmland (o forest and continue advance the ccological
projects such as reum pasture o grassland and natural forest protection, strengthen vegetation
protection, increase the treaunent stiengthen of desertification and hammada and strength the
prevention and control of water pollution in key regions. Strengthen the protection and
construction of ecological safety barrier in Qinhai Tibetan Plateau. Support the change ol resource
advantage to industrial advantage, al! out develop characteristic industry, strengthen clean energy,
superior mineral resource development and processing and support the development of advanced
manufacturing industry, high tech industry and other superior industries. Strengthen and improve
public service, give priority to the development of compulsory education and vocational education,
improve medial medical and sanitation conditons and push forward talent devclopment and
scientific and technological innovation. Construction and perfect the border port facilities,
strengthen =conomic and -technological cooperation with neighbouring countries and carry out
frontier trede. Implement and deep the Western Developinent nolicy, increase policy support and
financial transfer payment strength and prom.oze the establishment of long term and stable Western
Developinent tund channcl

Section 2 Boom the Old Industrial Bases such as Northeast Region

The East Region shall accelerate industrial restructuring and state owned enterprise reform,
restructuring and renovation to realize vigorous development in the reform and opening to outside
world. Develop modem agriculture, strengthen grain base construction, push agricultural scaled,
standardized. mechanized and industrialized operation and increase commodity rate and added
value. Construct bases of advanced equipment, top quality steel, petrochemical, avtomobile, ship
and deep agricultural and sideline product processing and deveiop high tech industry. Establish
resource development compensation mechanism and declining industury aid mecharism, give
priority to the resource depletion type city ecenomic transformation experimentul spots such as
Fuxin, Daging, Yichun and Liaoyuan and weli cary out slum-dweller reconstruction and coal
mining settling area treatinent. Strengthen the infrastructural consiruction such as the Northeast
and East Railway Channel and trans-provincial highway transport channcl, accelerate market
system construction and promote regional economic m!cgmnon Bpand economic and 1echnical
cooperation with neighbouring countries. S h ve of water loss and
soil crosion and the North-eastem and Westein desertifi canon Support the booming of the old
industrial bases in other regicrs.

Section 3 Promote the Grow-Up of Central Regior:

The Central Region shall rely on the existing foundation o promote industrial level, promote
industrialization and urbanization and grow up while exerting the advantages of linking the east
and west and industrial development. Strengthen the construction of modern agriculture and
especially main grain production areas, increase investment in agricultural infrastructural
construction, reinforce the production capability of bulk agricultural products like grain and
promote transformation and value increase of agricultural product processing. Support Shanxi,
Henan and Anhui to strengthen the construction large scaled coal bases and develop nmne mouth
plants and coal and power cogencration. Accelerate the structural readjustment of superior
industries such as iron and steel, chemical industiy, non-ferrous metal and building materials and
form the top grade raw matenial base. Support the development of equipment manufacturing
industries such as mine machinery, automobile, agricultural machinery, rolling stock and power
transmission and transformation equipment and the nigh tech industries such as software,
photoelect:on, rew material and biaenginecring. Conenuct comprehensive taffie system and
mainly construct trunk railway and road, intand river port and regional airport. Strengthen
infrastructural construction fike material circulation centre and perfzet the market system.

Section 4 Encourage the East Region to Take the Lead in Uevelopmeat
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The Easiern Region shall takz the lead in improving independent innovation abilily, realizing the
optimizing and upgrading economic structure and change of growth mode and perfecting socialist
market economic system and to help the Central and West Regions to develop whilz taking the
lead in development and reform. Accelerate the formaiion of a group of independent intcllectual
property rights, core technologies and well known brands and improve indusuial quality and
competitive power. Give priority to the developnient of advanced manufacturing industry, high
tech industry and service industry and make efforts to develop intensive processing and top class
products. Promote the upgrading of processing trade, actively carry on the transformation of high
tech industry and modemn service industry, improve export-oricnted economic level and reinforce
international competitive power. Strengthen farmiand protection and develop modem agriculture.
Enhance utitization efficiency of resources and especially land and energy, strengthen ecological
environmental protection and reinforce sustainable development ability. Continae to exert the
functions «f special economic zone and Shanghai Pudong Mew Area, push forward the
development and opering of Tianjin Coastal New Area, support the economic development of the
acrogs swait and other regions where Taiwan merchants ase relatively concentraled to drive
regional economic developiment

Section 5 Support the Development of Old Revolutionary Base Aveas, Minority Mationality
Regions and border areas

Increase financial transfer payment strength snd financial invesunent surength and support the old
revolutionury base areas, minority nationality regions and ocorder areas to accelerate their
development. Protect natural ecology and improve infrastructural conditions. Develop pre-school
education, accelerate the popularization of compulsory educdtion, well carry out the ethical junior
high school and senior high school classes in ceatral cities und >uengtaen the construction of
ethical universities and higher education in minority nationality regions. Construct minority folk
traditional cultural comununity, support minority publicauon cause and establish biiingual waching
demonsuation zone. Strengthen minority talent team coustruction and stabilize talent team in
minority nationality regions. Support development ethnica: characteristic indusiry, ethnical
urgently needed commodities, ethnical medical industry and other superior indusiries. Preferably
resolve the poverty problem of extremely poor minorilies, support the economic and social
development of ethnical groups with relatively smail population and push forward the action of
booming the border arca and enriching the deople. Coatinue 1o implement the policies of
supporting the development of the Tibet, Xisyinng and Xinjiung rroduction and Construction
Corps.

Section 6 Iniprove Regional Coordination and Interacting Mechanism

Improve market mechanism, break the restriction of adminisuative division, promote the
interregional free tlow of production elements und guide industnal transfer. Improve cooperative
mechanism, encourage and support all regions to camry out tuli-form regional economic
coordination and technical and talent cooperation and that the East diives the West to develop and
the East, Central and West region jointly develop. Improve mutual aid mechanism; developed
regions shail use aid and social donation metaods to help and support underdeveloped regions.
Improve support mechanism and, in accordance with service eyualization principle, increase the
state’s support for underdeveloped regions. Yhe state shaii continue to increase suppon to the
Central and Western Regions in econonvic policy. (und investment and industrial development.

Chapter 20 Push the Formation of Yrincipal Function Ares

According 10 resource environmental bearing capacity, cxisting development density and
development potential, consider, in 2 unified way, China’s population distribution, geogiaphical
distribution of the different sectors of the economy, territory utilization and urbanization pattern,
divide land space into four principal functionat zones of optimal development, key development,
restricted development and prohibited development, and adjusument and perfect regional policies
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and perfcrmance evaluation according to the principal functicna localization, standardize space
developnient order and forin the rational space drvelopment strctuve

Section | Development Divection of Optimized Developruem Zone

Optimized development area refers to the regicn where land development density is alieady high
and resource environmental bearing capacity siarts to decline. It is necessary to change the mode
of realizing rapid economic growth by relying on extensive occupation of land, considerable
consumption of resources and excessive discharge of poilutanis, put the increase of growth quality
and benefit in the first place, promote the level to participate in the global work division and
competition and continue to be the lead zone that drives the national economic and social
development and the principal zone for China to participate in the economic globalization.

Section 2 Development Direction of Key Development Zone

Key developiment zone refers to the region where resource environmental bearing capacity is
relatively strong and economic and population concentration condition lS relauvcly good Ivis
necessary 10 subsiantiate infrastructure, improve investn: and

environment, promote indusirial group development, enlurge c¢conamic scale. accelerate
industrialization and urbanization, undertake the industnial transfer of the optimized development
zone and the population rensfer of restricted ueveiopment zone and prohibited development zone
and gradually become the miportant carrier i support national economic development and
population concentration.

Section 3 Development Direction of Restricted Nevelopment Zone

Restricted developmert zone refers to the region where resourcs environmental bearing capacity is
relatively weak and large scale concentrated economic and population condition is ot good
enough and which is related (o the ecological safety in the country or greater regional ranges. It is
necessary to adhere to protection priority, moszrate develop poim develop and adjust
measures to local conditions to develop characteristic industry oearable by resource environment,

hen ecological v diation and envirc 1 protection, guide overloeded populaton to
orderly transfer and gradually become the national or regional important ecological functional
Zone.

Special Column 8 Functional Orientation and Developmeni Direction of Some Restricted
Drevelopment Zones

Da 216 Xiso Forest . tlons! Zosr: prolubd non-protective kigging. conduct tree lantig and sfforestation
aud hesdwater conse vation and proteet wikdlife

Chaogbal Mountain Ferest Ecological Faarclonsl Zone: prohibit wwr-jstective 10gging, corduct e planting 2w lfo vulaliea and headwater
conservtion and preven! water [oss 2nd so1] cmsiost.

Chusndlan Forest Fcotogical and Biodiversy Functignal Zoac: drovict biodiversity ard wuliple e aod precious aniraal

Qiobe Blodlversity Functional Zene: modemicly des clop hydrovneney. reduce foress felling and protcct wikd species.
Soutbeast Tibetan Matrsu Edge Forcst Fuacijonar Zone: protect naxva’ ecological s:3ten,
Xinjlang Altay Mountsins Forest Ecological Functional Zone: prohibit non-protective logging and rational renew forest land.

Qinghel Sanjlangyuan Pralrie Meadow \Wertaod Ecological Functions) Zone. close and “or yasslaud. reduce stock-camying capacity. expand
wetland, cnnserve hexdwater. preven) wasabaxt degradatian and Camy out woological resetriemenl

Xinjisug Tasim Rbver Dewert Ecologicni Functions! Zene. rato:ully wtilize surface water and ground waler. adjust agriu'lural and snimat
trusbendry strctuce and sivngthen d-ug deetopent mangeau
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Xiujlaag Aerfin Cressiand Desert Ecological Functional Zone: control ke range of prazing and 1ouist region. prevent iliegal hunting and roduce
disturbonce of human activities. -

Nortbwest Tibetan Qiungtang Plateas Desert Ecoloyical Functional Znne: profect Sesert can'ugical system. prevend sileyat hunting and protect
wide aminale.

Nortbeast Sanjlang Plala Wetiand Ecological Functional Zone: expaanl protection range. redue ayricuturs! developuant ind uiban construction
strength and impres © wetlaad enviromnent

North Jlangto Coasta! Wetiand i Zoae. siop recl: exmand wetland protectinn 1ange ami protect south-north bird
amigration chanrel
Sichuan Rolge Piateso Wetland Ecological Functional Zone: siop ion. reduce excestive lopenernt. maintin wetland 2res and provect

raro and precious arimals.

Gansu Yeflow River Importast Water Sowrce Recharge Ecoloseal Functional Zone: sirenythen the prolection of raturmt focest. wetland and
plateau wildiife, carvy out retuming Bind to focest and grass. hendsman seitiement and etolaypeat ressdent refocation.

Chuandian Rebe Valey Ecolegicat Functioant Zane: retum fand (o forest. wrmpation and pass. cay out comprehensive Ircatinenl. prevent wafer
logs and s0il arasion and reduce populstion deusily.

Taaer Mongolla Hulea Bole Grassiaad Desertification Preventios and Contrel Zore prohiibil excessive reclamation. unproper firrwood cutting
and overlosd grazing. retum pastare 30 grass i revent and Ieat pasture lands detenoration and desertification

Tamer Mongefia Horqin Desertifieation I'reventien and Caatrol Zone: lake highly pertinent treatment incasures accortling to descrtification
degree.

Ioner Mongolls Hunshandske Desertification Preveation sed Control Zone: uke plan! and  engiccorwy: measures and strengthen
comprehensive treannen.

Mawasu Desertificathen Prevention and Control Zonc: restore naturdl vepetation and prever! cxpansion of sand dune actis sl and desert ares.

Loess Ptatesu Hill and Ravine Water Loss and Soil Ecosion Prevention and Control Zoac: conwrol developinent strenyth, comprehensively
treat water boas and 50il €rusion with unafl waresshed uail and canstruct warp tand dam.

Dable Mauotain Solt Eroston Ureveallon asd Control 7ome: varne out ecological resident relacaion. reduce populalion density and ressore
vegetation.

Guangxl, Gultho
ou ecol

Knrst Stone Desert Preveniion nud Cuntrol Zoac: close the land for reforestation and grats plantiag and andmal
 resident relocation. change eultivation mode and develop ecolopnea! industry and supesior non-agricuftural noustries.

Section 4 Development Direction of Prohibited Development Zone

Prohibited development zonc refers to various nature reserve ureas established legally. It is
necessary o carry out compulsory protection zccording to iaws and regulations and related
planning, control the interterence of human factors with natural ecology and prohibit {rom the
development aciivities not conforming to the principal functional orientation.

Special Column 9: Prohibited Development Zone
National nature reserves: totaily 243, 89.44 million hectares.
World cultural and naturat heritage: tctally 31.

Natural key famous scenic sites: totally 187, @ 27 million
. hectares.

Natural forest park: totally 565: 11 million hectares.

Natural geological park: totally 138, 480,000 hectares.
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Section 5 Implement Classified Management Regional Policy

The financial policy shall increase the financial transfer payment for the restricted development
zone and prohibited development zone for compensation for public seivice and ecological
environment and gradually enable lccal residents to enjoy equal basic public service. Investment
policy shall mainly support the restricted development zone and prohibited development zone in
their construction of public service facililies and protection of ecological environment and support
the key development zone in its infrastructural construction. Industrial policy shall guide the
optimized development zone to transfer the processing industry and labour intensive industries
that occupy extensive land and have high consumption and to promote industrial structural level;
guide the key development zone to strengthen industrial supporting ability construction; guide the
restricted development zone to develop characteristic industry and restrict the industrial expansion
not conforming to the principal functional orientation. Land policy shall carry out stricter
construction land increment control for the optimized development zone and properly enlarge the
construction land supply for the key developruent zone while ensuring the basic farinland is not
reduced, and carry out strict land use control for the restricted devclopment zone aad prohibited
development zone and prohibit change of ecolugical land usage. Population management policy
shall encourage the exotic population having fixed jobs and residences in the optimized
development zone and key development zone to settle down end guide the population in the
restricted development zone and prohibited development zone to gradually transfer voluntarily and
orderly. Performance cvaluation and achievement evaluation shall strengthen the evaluation of
economic structure, rescurce consumption ard independent fanovaiion etc and weaken the
evaluation of economic growth for the optimized development zone: comprehensively evaluate
economiic growth, quality benefi and indusirialization and wrbanization leve! for the key
development zone; einphasize the cvaluation of ecological environmental protection etc and
weaken the evaluation of economic growth and industialization and urbanization level for the
restricted development zone; and mainly evaluate ecological environmental proteciion for the
prohibited development zone

Chapter 21 Promote the Sound Develop of Urbanizaticn

Adhere t0 coordinated development of big, medium and small cities and small towns, enhance
comprehensive urban bearing capacity, actively und stably push forward urbanization according to
the principle of step by siep. land conservation, intensive development and rational layout, and
gradually change the urban and rural dualistic siructure.

Section 1 Guide Population Urbanization by classes

For the people who temporarily go to work in cities, continue 1o carry out the policy of being
engaged both in industrial and agricultural production and urban and rural two-way flow and
legally safeguard their legal nights and interests in labour reward, labour time, legal holiday and
safety protection; for the people who alrcady have fixed jobs 2nd residences in cities, create
conditions to make them gradually change into urban residents and legally enjoy the rights owned
by local residents and bear due obligations; for the rural population who have lost their land due to
land requisition for urban construction and will caange into urban residents, the city government
shall provide employment assistance, skill training, unemployment insurance and minimum life
guarantee etc. Encourage rural population to scitle down in medium and small cities and small
towns and the megalopolises shall proceed from adjusting the source of industrial structure and
form the mechanisin of using economic means i control excessively rapid population growth.

Section 2 Form Rational Urbanization Spatial Layout
Make city agglomeration as the principal fonn for pushing ahezd urbanization and graduaily form
the highly efficien, coordinated and sustainable urbanization spatial layout that the coastal and

Beijing-Guangzhou Line and Beijing-Harbin Line is the longidinal axis, the Changjiang River
and Longhai Railway Line is the transverse axis. several city agglomerations are the principal part,
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other cities and small towns are spot distributed and permanent farmland and ecological functional
zones are spaced. :

The regions of Beijing-Ttanjin-Hebei, Changjiang Delta end Zhujiang Delta where city
agglomeration has formed chal) continue o cxevt the leading and radiation actions. strengthen
work division and cooperation and advantage complementation of all cites in the city
agglomeration and shall reinforce the overall competitive powe: of tlic city agglomeration

The regions that have the conditions of urban agglomeration development shall strengthen unified
planning and with megalopolis and megapolis as the leader, cxert the functions of central cities
and form several new city agglomerations with less land utilization, more employments, strong
clement concentration ability and rational population distribution.

The regions with disperse poputation and poor resource conditions that do not have the conditions
for city agglomeration development shall mainly develop existing cities, county towns und organic
towns and become the concentrating centre of economy, population and public service in the
region.

Section 3 Strengthen Urban Planning Construction Management

Planning of city scale and layout shall conform to the local natural bearing capacity such as water
and soil resource, environmental capacity and geological structure and suit local economic
development, employment space, infrastructure and public service supply ability.

Strength urban water head site protection and water supply fucility construction. Water deficient
cities shall properly control city scale and prohibit the development of high water consumption
industries and construction of high water consumption landscape. The cities where groundwater is
exploited excessively shali control groundwater exploitation and prevent land subsidence. The
construction of urban road, water supply and dmainage, ewecrgy, environment protection,
telecommunication and cable television shall break the deparunental and local separation and be
carried oul in a coordinated way on the basis of unified planning to reduce blind filling and
excavation and demolition and construction. Strengthen the construction of comprehensive
disaster prevention and reduction and emergency management ability. Steadily push forward the
innovation of urban dilapidated and old houses und “Urban Village™ and safeguard the legal rights
and interests of the houscholds that have to be relocated due to pull-down of the origiral home.
Urban planning and architectural design shall extend the history, continue the culture, emphasize
characteristic, and protect ethical and cultural heritage and famous scenery resources. Strengthen
the monitoring and 2 of usban planning, push forward comprehensive urban
management and inprove urban management level.

Section 4 Improve the System Mechanism of Urbanization Developinent

Accelerate the demolition of the system obstruction for urban and rural separation and establish
and improve the finance and taxation, iand rcquisition, administrative management and public
service systems. mprove adrainistrative division setup and management mode. Refonn the urban
and rural separated employment management system, deepen domicile system reform and
gradually establish urban and unified population registration systein.

Part 6 Construct Resource Efficient and Environmental Friendly Society
Implement the basic national policy of resource conservation and envitonmental protection,
construct low investment, high yield, low consumption, low emission. circuiting and sustainable

national cconomic system and resource efficient 2nd environmental triendly society

Chapter 22 Develop Recycle Kconomy




Adhering to paying equal a%ention to development and conservaticn and conservation priority and
according to the principle of reduction, reutilization and beneficial treatment and. in the links of
resource exploitation, produciion consumption. waste production and consumption etc, gradually
establish the resource recycling system for the whole society.

Section | Conserve Energy Resources

Strengthen the policy orientation for energy conservation and high efficiency utilization and
increase energy saving strength. Realize structural energy conservation by optimizing industrial
structure and especially reducing thc weight of high energy consumption industry: realize
technical energy conservation by devcloping and popularizing energy conservation technology,
and realize management energy conservation by strengthening sysiem consbuction in the
industries such as energy production, transpert and consumption  lncrease the bizplunentation
strength of automobile fuel oil economiic indicatcrs and accelerat the elimination of ald transport
equipment, Formulate subsiitute liquid tuel szndards and acuvely develop petroleum substitute
products. Encourage the production and use of high efficient energy saving products.

Special Column 10 Key Energy Conservation Projects

Low efficiency industrial boiler (kiln) improvement: use the technologies such as circulating fluidized bed
and pulverized coal firing to improve or replace existing medium and small coal fired boiter (kiln).

Reglonal cogeneration: develop cogeneration and combined productiun of heat, power and cold to rebuild the
distributed simali heating boiler into centraiized heat supply.

Exhaust heat and excess pressure utilization: carry out sxhaust heat and =xcess pressure utilization in iron
and steel and building matersial industries.

Saving and replacing petrolcum take oil saving measures in electric power and traffic transport industries
and develop petrolcum repiacenent products such as coa! liquefaction and aicohol ether fuels.

Motor system energy conservation: conduct optimization and improvement of motor driven fan and water
pump system.

Energy system optimizatlon: carry out system entigy optimization in petrochemical and iron and stecl
industries to enable the comprehensive enterprise energy consumption ta réach or approach the world advanced
level.

Building energy conservation. strictly execute huilding energy conservation design standard, push the
innovation of existing building energy conservation and popularize new type wall materials and encrgy saving
products etc. .

Green lighting: popularize high efficicncy and electricity saving lighting system in public facilities, hotels,
commercial buildings, oiice build:x s and residences.

Governmental agency energy conservation: govemment agency buildings shall be reconstructed according to
building energy censcrvation stznda.d and use of crergy saving products etc are popularized in government
agencies.

Energy conservation monitoring and technical service system construction: update monitoring equipment
and strengthen personael tiginirg eic.

Section 2 Water saving

Develop agricultural water conservation, push forward rainwaie: accumulation amd storage,
construct water saving irnigation forage grass base, improve water utilization efficiency and




basically realize the zero growth of total iurigation water. Mainly promote the water saving
technical innovation of gh water consumplion water in thermal power and metallurgical
industries. Give priority to urban water saving work, compulsorily popularize the use of water
saving equipiment and utensils and enlarge the use of regencrated water. Strengthen the water
saving facility constructicn of public buildings and residences. Actively camry out seawater
desalination, direct seawater utilization and utihzation of mine v:ater.

Section 3 Land use saving

Implement the basic national policy for land protection. Contol total quantity, strictly control
increment and mobilize stock and control the scale of changing agricultural land to construction
land. Establish and improve land use quota standard and cairy out multi-floor standard workshop.
Conduct rural land arrangement, adjust layout of iesidential areas, control land occupation by rural
residential areas and carry out reclamation of waste tand. Control construction of big urban
squares and develop encrgy saving and land saving public buildings and resideaces. Realize the
prohibition of the use of solid clay bricks in ail Gities in 2010.

Section 4 Saving Materials

Push' ecological product design, populanize technical process for material conservation and
encourage the use of small, light duty and regenerated materials. improve building quality, extend
service life and advocate simple and practicabie building dec.yration, Push the conservation and
substitution of wood, metal and cement efc. Prol:ibit excessive package. Standardize and rcduoc
the production and use of disposable products.

Section 5 Strengthen Comprehensive Resource Unlization

Give priority to the comprehensive utilization of ¢oal and fzrous and nonferrous concomitant
mineral resources. Push forward the utilization of industrial wastes such as fly ash, gangue,
metallurgical waste residue and chemical waste residue as well ore tailings. Push the recycling of
stalk, agriculture! field and animal and poultry feces. Establish the producer responsibility
extension system, push the recovery and utilization of waste paper, waste and old metal, waste and
old tyre and waste eclectronic products. Strengthen the beneticial use of domestic wastes and
sludge.

Push the industries such as iron and steel, terrous metal, coal, electric power, chemical, building
material and sugar refining Lo carry out recycle economy innovation and form a a group of recycle
economy demnonstration enterprises. Carry owt recycle economy experimental spot in key
industrics, fields, industrial parks and cities. Develop high efficiency ecological economy such as
the Yellow River Deita and the Three Gorges Rescrvoir area etc.

Special Column 11 Recycle Economy Demonstration and Experimental Spot Project

Key [ndustry: construct a group of recycle economy demonstration enterprises such as Jigang, Baogang, Angang
and Begang, Pangang, China Aluminuin, Jinchuan Co.. J:angxi Copper Indusiry and Lubei Chemical Co. elc.

ITndustrial park: construct resource recycle industrial chain and park centralized heat supply and waste treatment
center and construct several recycle cconomy industrial demonstration zones such as Caofeidian in Hebei and
Chaidamu in Qinghai.

Renewable resource recovery and utilization: construct renewable resource recovery and utilization market and
processing demonstration bases such as Miluo in Hunan.

Secondary metal utilization: construct several >300,00(n secondary copper. secondary aluminum and secondary




lead demonstration enterprises.

Waste and old household appliance recovery and treatnient: construct several waste and old household appliance
recovery and utilization demonstraticn bases

Reproducing: consiruct several 2uto engine, transmission, Imoter, tyre recarping ctc reproducing demonstration
enterprises.

Section 6 Strengthen the Policy Measures to Prcmote Conservation

Accelerate recycle economy legislation. Carvy out unit energy consumption objective
responsibility and evaluatior. system. Improve the energy consumption and water consumption
admittance standard and main energy consuming products and building energy cfficiency standard
for key industries and energy saving design specification and water catchment quota standard for
key industries. Strictly execute technical standard and material consumption accounting system for
design, construction and production. Carry out the compulsory chmmanon system of high water
consumption backward technology. techmql_c and equi It compulsory energy
efficiency identification system and energy saving producl umﬁcauon system. Strengthen power
demand side management, government energy saving procurement and contract energy source
management. Implement the finance and taxation, price and investment policies conducive o
resource conservation, comprehensive utilization and petroleumn replacement product development.
Reinforce the resource deficiency awareness and conservation awareness of the whole society.

Chapter 23 Protect and Rerncedy Natural Feolugy

The key point of ecological protection and construction shall change for post-morter treatment to
prior protection and change form artificial consiruction based to natural recovery base so as to turn
the ccological deterioration uend from the sourcss.

Special Column 12 Key Ecological Protection Project

Natura) forest resource p carty out ive and efictive ard nmisction for the 94,18 millivn he:tares of antual
forest and other forest in the project region and plant 5.79 milkion heciares of forest in the project areas m 1):¢ upper reaches of Chagiang River snd
the upper and miidte reaches of Yellow River.

Retern land (o forest snd grasy: continue to <25y 0ul tetrming fand 1 forest 3nd grass in th2 wder loss #3d soil erosion sres in Cungjisng and
Yelow River drainage basing and nosth windy sand regions.

Retara pasture te grass: treat ihe scriously deteriorated grassiand i 1he four aieas east pant of nier Monyolia. wesi of inirer Mongolia, Gansu snd
Ningaia, east of Qinghar- Tibet Plateau and nonth of Xinjisng.

‘Wisdy sand seurce treatinent in Beijing and Tlanjin: rewrn 342.0X0cctres of jand to forest. blant 290.000hectares of forex in the barren
mountain and deserted negion in Yibm. artificially plant 1 27 anllion fox'srex of foreses. airplans phe it 1.43 m.llian hectares ot faresd. piant 950,000
hectares of wrees and yrass to fix 1he sand eawt treat 291 million heztare s of passiang,

Protective forest system; construct the = Three North™™ Protective Fores: Systein Phase IV Prejeci. Changiiang and Zwjiang Prosective Forest and
Taihang Mounnain Greenby, Plain Greening AND Coastal Pretective forest System Project Pusk: the construction of the Thoee Gonges Reservolr
Area green bek.

Wetland protection and reroediation: constnct 222 wetland protection znes inchsding 49 nationa! anes and reasore importnt wetlands by means.
of ratronal aflotment and distributor and inanayement for water resources,

Ecologieal pretection and construcdlon of Jinghat Sanjlangyurn \-mre Resecve: renan iy esture 10 s 6.4 matlion hectares. retuming
farmland 10 forest amd grass. 6.500 hectares. clesing the land for and con'rid of trnd. and wetland protection and
black cartd shos!: 800.000 hectares: treatinenl of demage by wild o 2.09 -ullm reatment of water loss end soil erosion: 50,000 hectares.

Cooservancy engincering: micrease 19 willion fiectares of waker laxs u1d soil erosmn ireatinent aea {inplement the compredansive treanent for
Shiyang River Valley

Coastraction of wildtife protection and natiire reserves: constnat and iniprove A yroup of matuie wserves and coatinue 10 ‘iiplement the rescue
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project for extrancly cudampaed species of w ikl fauna and lon,

Comprehensive treatnient of s2onc desert 1eghon HRTease stov Aol RGO IRUIMEN s'aegih 9y means of vegeialion protection, retuming -
farmband to forssi. closing thwe ind for reforestntinn and grass. plo. L
Jand vreannas aad il conservalion. changing cultivaton &

35 and siock keepog. rnaally developing mud utihizing water resources,
: d supponing the changnn localions.

Establish imporiant ecological functional zone in the restricted development zones such as nawral
forest protection zone and important headwater conservation zone to promote natural ecological
restoration. Improve legality, determine subject. define responsibility and strengthen monitoring
and management for nature rescrves. Effectively protect biodiversity and prevent exotic harmful
species from infringing our ccological system. Establish ecological compensation mechanism
according to the principle of who develops pratects and who benefits compensates.

Chapter 24 Fucrease Euvironniental Protection Strength

Adhere to prevention first and comprehensive t:eaanent, strengthen pollution prevention from the
source and resolutely change the siwation of pollution beforc tieatment and treating while
polluting. Mainly resolve the conspicuous probiems that affect economic and social development
and especially seriously enaanger people’s health, effcctively control poliutant discharge and
improve 8s soon as possible the cnvironmental quality in key drainage basin, key region and key
cities.

Section 1 Strengthen Water Pollution Prevention and Treatment

Increase the water pollution prevention and control strength in the key drainage basins such as the
“three rivers and three lakes” and key regions. Scientitically delimitate drinking water source
protection zoues, strengthen monitonng and control for pollution from major rivers and lakes,
resolutely suppress direct poliution discharge ports in drinking water head sites and strictly
prohibit the discharge of over-limit wastewater o rivers and lakes. Strengthen the construction of
urban wastewaler treatment facilities, comprenensively begin to collect wastewater treatment
charges and ensble urhan wastewaler trcatment rate to be not lower than 70% in 2010.

Section 2 Stengthen Atmospheric Pollution Prevention and Control

Increase atinospheric pollution prevention and coauol strength in major cities. Accelerate the
construciion of desulfurizing facilities in the existing coal fired power plants and new built coal
fired plants must install desulfurizing devices accorcding (o emission standard, advance the
comprchensive treatment of sulphur dioxide m 1ron and steel, ferrous metal, chemical and building
matcerial industies. [n the big and medium cities and their subuibs, stricdy control the construction
(expansion) of coal fired power plants other than cogeneration ard nrohibit from the construction
(expansion) of high energy consumption enterprises such as 1np and steel and meallurgy.
Increase the treaunent strength of urban smoke dust, dust, fine particulates and vehicle tail gases.

Section 3 Strengthen Prevention and Contro! of Solid Waste Pollution

Accelerate the construction of hazardous waste treatment facilities and properly treat hazardous
waste and medical waste. Strengthen the monitoring and conwol of hazardous chemicals,
strengthen heavy metal pojlution treatinent and push forward harmless disposal of stacked
chromium residues. Strengthen safety supervision of nuclear facilities and radicactive sources and
ensure nuclear and radintion environmental safety. Strengthen the construction of municinal waste
treatment facilities, increase the collection snength of municipal waste treatment feeds and enable
the harmless treatment rate of municipal domest’c wastes to be 10! lower than 60%.

ared,

Special Column 13 Key Environmental Tréz:_unent Project

Key dralnage basin water pollution treatment: waser pollution treaiment projects for the “three nivers and theee lakes™. Three Garges Reservoir
eeaches of Clangiang River. middle and lower reactes of Yellow River. Sonuan River. South-North Water Trangmission water head
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plant. iptacase the dokswrization capacty af Mastieg coal Fred powes plauts snd enable 90%
ching the wsadan

Floe gas desutphurization of coal fired pow.
existing power pla:ils 10 ¢ w asre pases nfi

Disposal of mmedical wastes snd Mazurdons wastes: consruct the contrahized disposal (acitities of medical wasies and hazardous wastes snd
basically reahur the sale digposal of medical wasies and harardous wasses

Nociear 1ad radiation safety prafect nccicrate the construction uf sacdium and low mdientis ¢ waste ditposal sites and tesolsc the perrosnent
plcement of highly adwacrive wastes

Chromiam residoe pollution treatment: cairy oul eamprehiensive treannent for s1acked chreaniuin residue and poltubed soil and realize hanmless

disposal of all stacked chroaniwn resudue.

Section 4 Iinplement Powertu! Environmental Fiotection Measure

All cegions shall practically bear the responsibility for the envirenmental quality of their govened
regions and implement strict environmental protection performance evaluation and environmental
law enforcement responsibility system and accountability system. Governments at various levels
shall make envirc 1 protection ir be the key point of fiscal expenditure at their
level and increase it year after year. Improve environmental moritoring and supervisor System,
enhance monitoring and supervision ability and increasc environmental law enforcement strength.
Implement total discharge control, discharge permit and environmental impact assessiment system.
Carry out clean production audit, environmentul labelling and environmental certification system,
strictly execute compulsory elimination and within-linut-tizie treatment system and 2stablish
trans-provincial river section water quality evaluation system. Implement environmental quality
bulletin and enterprise envnonmental information diselosure sysiem and encourage the social
public to participate in and supervise environmental protection. All out develop environmental
protection industry, establish saciaiized and plusalistic ervironmenial protection investment and
financing mechanism and exert econonlic means to accelerate the process of pollution treatment
marketization. Actively patiicipate in the globel envivonment and development affeirs and
eamestly fulfil environmental conventions.

Chapter 25 Str hen Resource M t

Carry out limited developinent, orderly developnient and pak! development and streagthen the
protection and ianagement of various natural resources.

Section 1 Strengthen Water Resource Management

Accommodate natural law, adjust water control concept, change from the pure fluod control to the
flood management and scientific rain flood resource utilization end change from paying attention
to water resource development and utilization to water resource conservation, protection and
optimization allocation. Strengthen unified management of water resources, plan domestic,
production and ecological wa'er usc as a whole, well carry out allocation of upstream and
downstream water, surtace water and ground water and control groundwater exploitation. Improve
water calchrent permit and paid water resource use system, car:y out the combined system of
total water utilization control and quota management, perfect the combined with water resource
managemernt system ol watershed management and regional management and establish the
national initial water right distribution system and water right transfer system. Complete South-
North Water Transfer East L.ine and Middle i.ine Phase T Project and rationally plan and construct
other water resource allocation projects.

Section 2 Strengthen Laud Resource Maragemeat
Implement the strictest land rianagemeat systein. Strictly cxecute system of land examination and

approval and compensation for landl occupation within legat authatity and prohibit frora inviting
businessmen to open companics by illegally lowering land price. Sunctly manage the compilation




of overall land use plan, ovcrall urban plan and village and market town plan. Strengthen land
utilization plan inanagement. usage control and project land pre-examination management
Strengthen village and town construction land management and reform and improve house site
examination and approval system. Jmprove kund protection responsidility evaluatior; system and
camry out land management sccouniability systew. Strengthen land property right regisiration and
land assets management.

Section 3 Strengthen Mineral Kesource Management

Strengthen the unified plarning and n for exploration and development of mineral
resources, strictly .control the access conditions of mineral resource development, reinforce
qualification certification ard license management and conduct development strictly according to
laws and regulations und p:anning. Impiove wusneral resource development management system,
sct up exploration right and mining right. eswablish mining right trade system and perfict the paid
mineral resource occupation system and inine eavironmental resicration compensation mechanism.
Improve impornant resource reserve system, strengthen nalional important mineral product
reserves and regulate reserve structure and fayout. Realize the comibination of national reserve and
user reserve and implement compulsory reserve for big resource consumers.

Chapter 26 Rationally Utilize Ocean and Climatic Resources
Section 1 Prutect and Develop Ocean Resousces

Strengthen ocean awareness, maintein ocean vights and interests, grotect ocean ecology, develop
ocean resousce, carry out comprehensive ocean and promote ocean economic
development. Comprehensively ueal key sea area environment and inhibit the ecological
deterioration tread in offshore areas such as Changjiang Estuay and Zhujiang Fsruary. Restore
offshore ocean ecological function, protect the ecological systant i ocean and coastel zone such
as mangrove, seashore wetland and coral reet and strengthen island protection and ocean nature
reserve management. Improve ocean functional division, standardize ocean use order and strictly
restrict sca sand exploitation. Pertinently explore and develop exclusive economic zone,
continental sheif and intemational submarine vesowces.

Section 2 Develop and Utilize Climatic Resources

Strengthen the rational development end ul rion of acriai weler resources, solar energy and
wind cnergy. Develop meteorological causs, strengthen cumprehensive monitoring such as
meteorological satellite appication and weatier radar and esteblich advanced weather service
business system. Reinforce disaswous weatke: ore-waming :nd forecast ability and improve
forecast accuracy and tine effect. Reinforee 1he ability of weather to serve the industry such as
agriculture. Strengthen the monitcring, forecast and evaluation work for weather modification,
constituent of atmosphere and climatic change.

Part 7 Implement the Strategy of Rejuvenating the Country through Science and
Education and the Strategy of Reinvigorating China through Human Resource
Development

Make scientific and technotogical progress ard innovztion he the important drivisg force for
econornic and social development 3nd pat the 1t svelopmert sdi2tion and veining of high quality
talents having both ability 21ul moral integritv i+ the more conspiewnus sirategic positicn. deepen
structural rcform, increase inveswient, ac-eicrate scientide and  technological education
development and make effort: 10 construct inny-ative country and strong human capital country.

Chapter 27 Accelerate Scicntific and Technological Innovation and leapover




Implement the national medium- and Jong-ter.a scizntific and teviwlogical development planning
and in accordance with the pulicy of independem innovaiion, key leapover. sustainable
development and leading the future, accelerete the consiructhion of national innovation system,
continuously enhance enterprises’ innovation ability, strengthen the close combination of science,
technology and economy zid educalion and comprehensively improve the high tech integral
strength and industrial techaical level

Section 1 All out Push the Independent Innovation

Strengthen fundamental research, leading cdge technology research and social welfare technology
rescarch, make advanced deployment in the fields of information, life, space, ocean, nanometre
and new material etc, concentrate Overwhelming Force, increase investment strength and stnve
for important breakthrough. lu response to ihe national major shiateqnc demand, initiate a group of
major speciai scientific and technological projects, strengthen key technology cesearch and
development in energy. 1esource, environment, agriculure, information and health. Realize
integration, innovation anc icapover of core technologies. Iraplement major special industrial
technological development projects and promote the digestion, absorption and re-innovation of
introduced technologies.

Special Column 14 Major Special Scientific and Technological Projects and Major Scientific
and Technological Infrastructure

Core etectrie device, (0p clags geacral chlp and foundalivn softnware. develop i key technalogics such as top class clectraie peneral devices
and high confideme ehwodzation loundticis Aoftwars, IKmetian ey chip 2 dence o

Extremely large scalcd Integrated circuit msunfatiuring technol.

:+ and packigad techmilogy” develop Allam4Smen Iigh wpeod. bow power
consumption chip vl new type silicon bised 1 tkgraied civis mammiis

swritgg techno ke gy and core i eprabad crcuit equipean kvhnology.

New generation widcband wireless ol communication: dewsh'o a new gereration widelznd wireless mobile cominunication neswork,
tcrminal and application tecknology

High speed NC muchine ©90l and baslc manufacturing teehaology develop high grade NC imachine 0ol and complete basic imarufacturing
and rescarch digitatized and irit lingcntized comrol unit,

Large oll-gas fickd und coulded gas develepment: develop coplerc industrintization exploitaticn technalogy for oil gas resources under special
geological conditions

Large scaled advanced pressurizo water reactor and high teinptr ature gas cooled reactar auzlear paser station devclop ane million KW
grade birge scalod advaned pressurized watsr reactor nuslen pom ev ste i) wehukyy § 0d 200.0007: modudar high tempertiure (s cooled reactor
commercializod techn oy,

Water bady poltution conrrol aed treatirent: resenich the kev technologies such s typical drainage basin wake poilurion control, lake
autrophication prevention and trestnent anl witer envirorunenbl ecokigicat cemediation,

Transgese new biotogical species dreeding: develop fusctional gene clone ad verification end scalized yene operation core techaologics and
establish and inprove the three nujor techiscal plarforens including cacelient genn plasm innovation. new variety breeding and scalized breed
production. 3

Mafor new drug development reseaich and e sclop 8 oup of new dips having independent iniellectuat property rights a2d markel competitive
power and establih Ihe research snd development platfornn at intermaticusl advancec kesel.

Preventiea end conirel of major infectlous ifisensee such 2¢ AT a2 viend hepatitls: <<tabl+h ¢fMicieat prerentiens mud control technology
system for AIDS and viral hepatilis. researc wd dewlop ligh eflichinsy specificily diagnosis e veera. vaccing and dnig aret bt rechnology.

Large airplenc: davelop complete fange 2irpbin2 design and mavufiactuy iechaoloy)y.

High resolstion ground obsersation syrte.n Sewnisp e adianced i resolution obzervetion: technolopy based on wretlite. airplane and
stratosphere sirship and establish ground chservation data centee and key application systein.

Manoed space flight 3nd moon project. baak Grouph the major technology for astromuts o leave capsuke for movement and spacccraft
rendezvous and docking and esiablish the sp e laboratory attended it the shoct lenn and independenrly Rying on orbit with 3 certain application




scale. Develop key inuan de1oe lion fechniuyg s i €57 blidi moon Luiv. 1) enginesriay Sysiin,

Major scientifc and m'hnologial infractructuse estoblish spailation neviraa source. Srany msgnetic field device. lange scaled sstronomical

welescope. inteyrial ocem scientific cessandi ship. scrial remote sarsing sysiemn, freczing wind tunacl continent sirucrure enviroamental

momlodng netwoik. o enginecting raatzhal senice «.-rm tesearch evaluation facilitics. piotein sciitic resemeh facilities. mmdnn
joeening. catrancly bow frequaky clectmasagnetic surveying nciwodk for 1esgurce and cartix prediction and

iological sakety ntearch (ucilitoes etc.

Adhere to paving equal attention to philosophy and social science and natural science and prosper
and develop philosophy and social scicaice. implement Masxist theoretical research and
construction project, build philosophy and sacial science inmovation system, actively push
theoretical imiovation and further exert its finportant promotion actions for the economic and
social development. Promote the combinatior of natural science with philosophy and social
science.

Section 2 Strengthen the Coratruction of Indepeadent Innovation Ability

Construct scientific and technological support system and comprehensively promote scientific and
technological independent innovation ability. Construct national major scientific and iechnotogical
infrastructure, implement knowledge innovation project, .integrate research and experimental
system, cstablish several world first class scientific research institutions and rescarch type
universities and build high level scientific research and talent yuining bases. Implement major
science projects, strengthen the construction 2f national key laooraiories, build national scientific
basic condition platform amni promote scientific and technologic resource shanng. Construct a
group of industrial technelogical research and development und test facilities and improve
industrial technological innovation ability. Strengthen the construction of scientific popularization
ability and implement the all peaple scientific quality action plan.

Section 3 Strengthen the Principal starus of Enterprise Technological Innovation

Accelerate the establishment of the technological innovation system with enterprise as the subject,
market as orientation and combining productivn, lcaming and research and form the basic system
framework of independent innovation. Strengthen the consiruction of nationai engineering
laboratory. national engineering centre and enterprise technical centre and estabiish the basic
support platform for enteiprises’ widependent innovation. Develop technical imnovation
intermediary service such as technical consultetion and technical transfer and form the socialized
service system. Implement the financial and tax and moncwry policies and govermnment
procurement policy that support independent novation and enterprises to increase investment
and development investment Exert the innovation vitaiity of various enterprises and especially
medium and small enterprises and encourage technological innovation and invention and creation.

Section 4 Increase the Protection of Intellectual Property Right

Strengthen citizens' inteliectual property vight awareness, improve intellectual propety right
protection system, establish inteliectual property rignt ore-waraing mechanisn: and legally
scverely crack down the actions of inipinging intellecrual pruperty rights. Strengthen metering
basic rescarch, improve national standard and s vastem and prompuly eliminate backward standards.
Preferably adopt the technical standards with indzpender:t intelieciual property rights and actively
participate in the formulation of intemational standards. Develop the intellectual property right
service such as patent, trademark, copyright transfer and agency and intangible asscts evaluation
etc.

Section S Deepen the Reform of Scientific and Technological System

Integrate scientific and technnlogical resource. rationally allacate the force of basic research,
leading edge technology resvarch and social welfare research. premote the raticna: flow and
cooperation of scientific rescarch personnel taween scientific rescarch nstitutions, universities




and enterprises and build scientific and technological sharing mech Decpen the
enterprise system transfonnation and reform of :echnological development institutions and reform
of social welfare scientific research institutions, improve modem scientific research institution
system and forn) the open and cooperative ressarch and develnpment system. [mprove scientific
and technological manageinent system and ngeration mechaniun and reform the screntific and
technological review and evaluation and achievement evaluation and reward systems. Establish
pluralistic and multi-channe! scientific and rechnological investment system, ensure that the
growth amplitude of scientific and technological funds is appar=ntly higher than that of fiscal
ordinary revenue and gradually increase the proportion of nationel fiscal scientific and
technological investment in the gross dowmestic moduct.

Chapter 28 Give Priority to Education Development

Comprehensively implemem quality education, mske efioris w complete the three major tasks of
“Popularization, development and improvement”, accelerale education restructuring, promote
comprehensive and coordinated education deveiopinent and buik! a icaming society.

Section | Popularize and Consolidate Compulsory Education

Mainly strengthen rural compulsory educatior., make efforts to reduce the dropout rate of rural
students and especial schoolgirls, ethnic minority students and poor family students in the
compulsory education phase and make the retention rate in the three-year junior high school in the
country reach 95%. Push forward the balanced development of urban and rurel and interregional
compulsory education. Governments at various levels shall ensure that the children of the people
who go to work in cities to equally receive the same compulsory education as the local students.

Section 2 All Out Develop Vocationai Education

Mainly develop secondary vecationa! education and expand the annual enrolment scale to 8
million students, Develop multi-form vocational skill training. Reform the teaching method of
vocational education, renews teaching content, rush the fostering mode of work amd lcaming
combination and school and cnierprise cooperation and establish eiastic leaming systern. Promote
the coordinated developinent between vocauoral education and ordinary senior high school
education and improve school running level and quality.

Section 3 Improve Higher Educauon Quality

Place the focus of higher cducatior: development in the quality improvement and structure
optimization, strengthen rescarch and practice and foster studeris™ innovation spirit and practice
ability. Stabile improve higher education popularization level, steadily develop ordinary university
and college and master student cducation end improve higher ievel talent training quality.
Pertinently strengthen the construction of nigher level university and key subjects and push
forward the coordinated developrnent various universities and colleges. Continue w0 develop
various adult educations.

Section 4 Increase Education Invesunent

Ensure tha: the growth amplitude of financinl educational fund is apparently higher that of
financial ordinary revenue and gradually make the proportion of financial educational fund in the
gross domestic product reach 4%. Strengthen the government's safeguard responsibility for
compulsory education and increase the trausfer payment strengu: of the Central Govermnment and
provincial governments for ilie compuisory wlucational zpproprialions of the coumies suffering
financial difficulties. Promiote: education equality and incline public education resources towards
fural areas, the Central and Western Region. pe-erty stricken area and minority nationality regions
as well as weak schools and power fam:ites. Governnients at various levels shall increase
investment in vocational education and mainly support the rural student oriented secondary
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vocational schools. Suppori the establishment of non-govevmcental charitable {oundation
organizations to suppert poor family students 15 go to school and encourage sociai circles to
donate funds for schools. centinue to implemeni study ioan. mpicve subsidy system aiming at
students at various stages and perfect the system of helping pooi family studewns tor study.
Enlarge the share of lottery public welfare funds. in the special education.

Section S Deepen the Reform of the Management System of Education

Define that governments at various fevels should provide public educalion, formulate and improve
school setup standard, suppcit the development of privaic educaticn and form the school running
patier of joint development of state run education and private cducation. Fom the pluralistic
education investinent systen;. Compulsory education is the full responsibility of the government,
education in senior high sclwol perind is s uly invesisd by the govemment and vocational
education and higher education are investsa by the goveraruent and socia; investment
complementarily. Standardize educalion charge and estabitsh stnagent education charge bulletin
system. Form the education system conforming © the requircmen of quality education, reform
entrance exam System, push forward teaching course reformation, release overweight lesion
burden of middie and primarv school students and improve evaluation system. Form the right and
responsibility defined education management system, provide schools more decision-making
powers in subject, major, speciality, course setup and enrolment scale and talent engagement and
foster and exert the advantages and character:atics of schools. Further strengthen the construction
of teacher teams.

Special Cotunu 15 Key Udueation Develepiment Project

Coastruction of rursl boarding school in \West Reglon: 1n 2004-2007. te: state allocates 10 bilion Yuan fund to
mainly support the western rural areas where the “two vasics™ have not been realized, to construct, expand or rebuild
7..7(11 rural boarding schools.

Modcrn teleeducation of rural middle and primary schools: in 2003-2007, the Central and local govemnments joindly
atlocate 10 billion Yuan fund to construct computer classroomns for 37,500 rural junior high schools in the west region,
movide satellite teaching receiving equipment for 384,000 rural primary schools and provide teaching CD playing
equipment and complzte teaching CL5 for 110,000 pritnary schools.

Reconstruction of rural junlor high schools in the {‘entral and Western Reyzions: push the reconstriction of naal
Junior high schoct buildings in: the Ctntaal aid Western negions not insoipenaied in the “two basics™ development plan
to improve schoo! running conditions and increase student cetention rate and lodgiry rate.

Construction of busic vocational education ability: support 1,000 county leve vocational edu.cat:on centers, 1,000
secondary vocational schools and 100 pilot higher vocational schools to improve school running conditions and form a
group of backbone vocational education bases.

Higher education Project “211™ and “985™: continue ‘o sirengthen the consaruction of high level universalitics and
major subjects, form a group of risirg and intersubjects .. the leading edge of scholar, some subjects approaching or
araining the world :cvanced level.

Chapter 29 Push Forwaced ke Sust:gy of Veinvigending Chin through Human Resource
Development.

Adhere tc ke principle the: *he Paety manzges alents, (nly sut ug the sciemific cencept of talent,
enlarge talen: teamn, enhance taicnt quatity, apticcize talent structure, improve staffing mechanism,
exert the functions of talent and promote the country with large population to change to strong
capital country.

Section 1 Construct High Quaiity Talemt Team




Implement the Party.and political wlent training project. nunrove training sysiem. strengthen
theoretical education. vocational training and practice, enhancs the ideological and political
quality and administration ability of the Party and political tajenis and construct a high quality
Party and political leader talent team. Iniplement entrepreneur training project, training and bring
up a group of entieprencurs with innovation awareness and ability and conforming to the
requirement of economic globahization and pugh forward the prafessionalization and marketization
of enterprise operation and management talents. haplement specialized technicat talent knowledge
renewing project and strategic high tech talent wraining project. esiavlish a group of highly skilful
talent training bases and pubiic practice and irzining bases and corstruct highly skilful ralent team.
Strengthen rural practical talent training. Suanythen talent resource development and talent team
construction in the Central and Wesiem Regiens and the Northeast Region. Encourage and guide
the Chinese people studying ubroad to return (thina to work and serve the county. Actively attract
overseas high level alents.

Section 2 innuvate Talent Work Mechanism

Push ahead thie market configured talent rexources, eliminate the systemn obstruction for the
development of talent market, standardize ihe management of talent market and build the social
environment in which people of talent come out in succession and everyone can do his best
Deepen the reform of personaet system for cacires, perfect the personnel systematic management
system for cadres in agencies, enterprises =i nstitutions, and improve the talent evaluation,
selection and appointment aud inspiration and »ateguard mechanisi tocusing on moral character,
ability and performance. Esiablish the compreiiensive cadre examination ard evaluation system
conforming to the requirement ot the scieniific concept of deveivpment and pay ctiention to
training takents in practice. Despen professione: utle system reform. Implement the civil servant
law and improve the system: of pubiic service. (;overnments at various levels and enterprises and
institutions shall increase the investnwent in the development of talent resources, strengthen the
ability construction of talent resource and form the pluralistic investment mechanism.

Part 8 Deepen Structural Reform

Focusing on the reforms such as changing 20vernmental fuuctions and deepening enterprise,
finance and taxation and hanking, accelerat: the improvement oI socialist market economic
system and form the mechanism conducive to changing the eccncmic growth mode and promoting
the comprehensive coordinated sustainable development.

Chapter 30 Make Efforts to Push Forward the Reform of the Administration System

According to the principle of simplification. unification and efficiency and the requirement of
decision, cxecution and supe vision coordiration, establish the admini ive 2 system
of scientific decision makiog, equal right and responsibility, rational work division, smooth
exccution and power supervision and accelerate the construction of serving government,
responsible government and Jegally governing government.

Section | Push Ahead the Change of Govemmenta! Functions

According to the principle of separation of governmental functions from cnterprisc management,
separation of %77 4} # puvemment from assets, separation of government from affairs and
scparation of governmenl frum market wtermediary orgenization, rationaily delimit the
government responsibility scope and gthen thie social v public service functions of
the governmental at various levels. Further push the adramistrative examination and approval
system reform and reduce aud standardize adnunistrative examination and approval. Degpen the
restructuring  of governnwall  administration, optimize  organizational structure, reduce
administrative hierarchy, smooth responsibility division, increase administrative efficiency, reduce
administrative  cost, and realize the scientification. standardization and legalizaton of
governmental responsibility. institution and urgaaization. Rationaily divide the responsibility of




the central and Jocal govermients in cconomic sdiustment, narket supervision and control, social
management and public service. Accelerate the institution classific: tion reform.

Section 2 Improve the Goverament Decision Making Mechanism

Complete scientific and deinocratic decision making mechanisiy and improve the collective
decision making. expert consultation, public disclosure and hearing and wrong decision making
liability ascertainment system for major affairs. Carry out government affairs disclosure and
gradually realize institutionaiization, compicte governmental news release sysiem. enhance
governmental work transparency and safeguard the citizens’ right to know, to participate in, 1©
express and 10 supervise tac government work. Comprehensively push forward admimisiration by
law and administrative organs and their stafls shall strictly fulfil their responsibilities strictly
according to legal authoritics and procedure. Exccute comprehensive law enforcemen, strengthen
supervision for adiministrative enforcement of law and estabiish @w enforcement responsibility
ascertainment system. Carry out cilizens' requitement for govermment responsibility and improve
administrative compensatior. system

Section 3 Deepen the Refetir of Invastment Systen

Determine enterprise’s  decision-making power for investments, gradually reduce the
government's approval cope for investment projects and improve Gie enterprise investment project
approval system and accreditacion system. Raiionally delimit the governmental investment scope
and the central and local investment duties and responsibilities, improve and complete decision
making rules and procedure. increase fund vse efficiency and establish the government snvesiment
project decision making responsibility asceriainment sysiem. Establish and complete the
invesimen regulation and cantrol system

Chapter 31 Adhere to and improve Basic Economic System

Adhere 10 the basic cconomic system with public system as the subject and joint development of
different types of ownership. Steadily consolidate and develop pubticly-owned sconomy and
steadily encourage, support and guide the devziopment of non-public economy like individual and
private economies.

Section 1 Neepen State-Owned Enterprise Retorm

Push the government capital (o concentrate in th important industries and key fields critical to the
national safety and nationa! economic arteries, optimize state owned economic distribution,
reinforce the controlling fore. influence and dviving force of the state owned economy and exert
its leading function. Improve the flexible and rationally tflowing mechanism of state owned
capitals, accelerate joint steck system reform of large scaled staie owned enterpriscs and most
stated owned large scaled enierprises are sestructured into pluralistic shareholder companies
except that a tew must be rt by the sole national invesunent. Improve the capital stock structure
of state owned enterprises, develop mixed ownership economy. realize pluralistic investment
subject and property right, establish and improve modem enterprisc system, form effective
corporate legal person rianagement structure and enhance erwerprise vitality. Develop big
company ond big enterprse groups with refatscly strong competitive power. Wholcheartedly rely
on employees and masses to probe mito the cffective approach of democratic management by
workers under the moderu erterprise system. Continue to deepen coliective enterprise reform and
develop multi-form collective ecoromy.

Section 2 Improve State-Uwnica Asscts Supervision ard Control System
Formulate and improve the iaws and associated administrative regulatons for supervision and

control systein of operating stale-owned assets, estaolish and complete govemment capital
operation budget, enierprise operation performance evaluation and wrong mgor enterprise
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decision responsibility ascartainment systens<. determine supervision and control responsibility
and realize the value mainterince and increase ¢ ¢ stated owned aswets. Establish and complete the
supervision and managemect systems of stated own financial a.ets, non-operating assets and

natural resource assets etc and prevent losses of tated own assets

Section 3 Deepen the Reforr of Monopoly Tn-iusicies

Adhere to separation of geverninental fuactons from enterpriscs, release access, introduce
competition, supervisc and cunirol by law and pach the reforni of monopoiy industry management
systemm and property right system. Advance the reform of taffic and transport industry
management system according to the requirements for the formation of comprehensive transport
system. Actively and reliably push the railway system reform and accelerate railway investment
and financing system refoin. Deepen electric power system i1efona, consolidaie the separation of
plants from grids, accelerate che separation of main business from auxiliary business and stably
push the separation of power transmission nomn distribution aid the construction of regional
power market. Decpen the retorm of petroleun:. iclecommunication, civil aviation. post, tobacco,
salt industry and municipal public utility, pusk the restructuring of statc owned assets, form the
competitive market pattern and establish modara coterprise system.

Section 4 Encourage the Developmenit of Non-Putlic Economy

All out develep non-public economies such as individual and private cconomies. Further eliminate
the system obstruction and policy factors restricting the development of non-public economy and
further implement the policy measures 10 encouruge, suppoii and gukle the development of non-
public economy. Allow non-public econoimy 1o enter the industries and fields not prohibited by
laws and regulations, encourage and support nona-public economy to participate in the reform of
stated owned enterprises and cuter the fiekds such as financial service, public utihity and
infrastructure. Complete the policies in finance, taxation, credit guatanty and technicai innovation,
improve administrative law enforcement and judicial enviroumen: and strengthen and improve
service and supervision for non-public cnterprises.

Chapter 32 Push Forward the Reform of Fiscal taxation System

Adjust and standardize the cxpenditure-income relation beiween the central and local governments
and between local governments at various levils and establish and complete the: financial and
taxation sysiem matching with dunes and responsibifities, implement the financial and taxation
system conducive to promc ing scientific and technological progrss, changing growth mede and
optimizing cconomic structure:.

Section 1 Improve Financial Svstem

Accelerate the construction of public financial svstem, definitely define the responsibitity of fiscal
expenditure of the govermmients at various levels and rationally adjust inter-govemmentat financiat
revenue division. Complete the financial transter payment systemn of the central and provincial
governments, smcoth the financial management system below the provincial level, implernent the
the provincil edministrative system directly for counties in the piaces where conditions permit
and gradually push the equziization of basic pubiic service. Reform (he budget dmtting system and
increase budget normativeness and iransparency. Conwnue to dezpen the management system
reform such as departmenual cudget, state treasury centralized receipt and paymen:, government
procurement and scparation between revenue and expenditure. Establish ircasury cash
management and national deb: balance management systemn and push governmental accounting
system. Sucrgthen budge: enforcement eudit and enhance budget enforcement solemnity.
Establish financial budget p=rformance evaivation system and improve financial {und use
efficiency. Strengthen government debt manzgement and prevent government debt risk. Complete
nontax reventic maragemen: systery and standasdize the menage:ent for land end exploration
right and minting right trensfer revenue.
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Section 2 Iraprove Taxalion System

Change value-added tax from production type (o consumption type in the country. properly adjust
the range of consumption tax collection and fax items. Improve export rebate system. Unify
various enierprise (axation syslenw. Implement the integratior and classification combined
personal income tax system. Reform real estate taxation systert and steadily implement property
tax and accordingly cance! related charges. Reform the resource tax systemn. improve urban
maintenance and constructior 1ax, farmland use tax and stamp tax.

Chapter 33 Accelerate the Reform of Monetary System
Section 1 Deepen the Refonn of Finaucial Enterprises

Actively push the comprehensive refonn of :2te own commercial banks, complere corporate
governance structure and improve internal conlrol mechanism by means of accelerating the
disposal of non-performing nssets, substantiating capitals and transforming eaterprises into join-
stock ones and listing etc, and construct the modem joint stock banks with international
competitive power. Rationa'ly determine policy bank tunction orientation, improve selt-regulating
mechanism, risk regulation and control mecharism and risk compensation mechanisin. Accelerate
financial institution refom: such as other comunercial banks and postal savings agency. Steadily
develop muiti-ownership financial enterprises and encourage social funds to participate in the
establishment, reorganization and renovation cd mediurmn and small tinancial institutions. improve
the basic system for siondan) operation of financial institutions and steadily push the
comprehensive operation eaperimental spots for banking industry. Push the refonn of financial
assets management companics. Improve insurance company governance structure and deepen the
reform of insurance fund cgwration and managen:ent systens.

Section 2 Accelerate the Daveiopment of Divect Financing

Actively deselop stock and bond eic capital nizrcst and steadily develop futures market, Push the
fundamemul system consbuction such as securilies issue, exchanye and purchase, promote the
standard operation of listed companies and security operation agencies, establish ulti-level
market system. complete matket functions, bresden the channel fut funds 1o enter the aarket and
increase direct financing proportion. Develop n for business establisd and well
carry out the industria) investment fund experimental spot work.

Section 3 limprove Financial Regulation and Control Mechanism

Strengthen the muital conrdination and cooperation between money market and other
macroscopic policies and innprove financial regulation and conirol system. Establish and compilete
the mechamsm for the organic combination and coordinated development of moaey miarket,
capital market and insurance warker and macirin the financial stability and {inancial safety.
Steadily develop money ket stooth the monetary policy fransmission inechanism and push
the interest rate marketization relorm. Conplete managed floating exchange rate system and
gradually realize RMB capitai itetr coavertibiity

Section 4 improve Financia! Supervision and Management System

Establish fizancial risk identification, pre-wa-ning and coatrol system and prevent and dissolve
systematic financial risk. Standardize financia! tnstitution market exit mechanism and blish
correspondiog deposit insurance, investor peotection and insurance and safeguard sysiem improve
financial supervision and inanagement level, stcengthen risk manitoring and supervision and
restriction {or rate of capitzi sufficiency and esisblish end improve the coordination mechanism
between bank, security and inswance moutionng and supervision institutions and with the
macroscopic regulation anl Control departinerts
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Chapter 34 improve Modevn Market System
Section | Improve National inifted Open Minka!

Further break the administiiive raonopoly and segional blockade, complete commodity market
and improve the element market such as capital. iand. technology and labour force. Strictly delimit
welfare land use and operaticn purpose land use. carry out paid use of land for operation purpose
infrastructure and complete the system of the grant of operation purpose land by invitation of bids,
auction and listing and the system of open supr:ly of non-operation purposc land. Standardize and
develop property right trading rmarket and actively develop technological market Gradualiy
establish the urban and rural unified labour marker.

Section 2 lmprove Price Fonnalion Mechanism

Actively ard reliably push the retonr of rescource product price. Rationally adjust the price of
hydraulic enginecring wales supply, city water supply and regenerated water supply. Push
electricity price reform end gradually estawiish the mcchanisin that power generation and
clectricity sale price is iormed through miarket competition dud power transmission and
distribution price is determinad by the govermeent. Push m appropriate time the petrolewn price
reform and establish the natuiul gas price fonration mechanisin in conntection with replace energy
price. Enlarge markel scope tor fonnation of iand price.

Section 3 Standardize Market Order

Crack down various illegal operation activities and standardize market subject behaviour and
market competition order. Clcar up and rectify irdiscriminate charge, arbitrary fines and various
apportions lor enierprises. Sirengthen price monitoring and management and prohibit price fraud
and price maripulation. Fucusing on improving the credit record ot credit, tax paymeat, contract
fulfilment and product quabity, accelerate the establishment of social credit system snd improve
the faith breach punishment system.

Part 9 Implement the Mutual Renefit and Win-Win Opening Strategy

Adhere to the basic policy of spening to the outside world, participate in international economic
and technological cooperation competition in a hugher level. better promote domestic development
and refonn and practicaily nvaintain the naticnal economic safety.

Chapter 35 Accelerate the liange of Foreign Trade Growth Morie

According 10 the requirements of exerting comparative superivrity, :naking up resource deficiency,
enlarging development space and improving added value, actively develop toreign trade and
promote foreign trade to change fiom quantizy mcrease to quality improvement. By 2010, the total
export impert volume of poods tade and service trade wiil reach 2,300 billion apd 4.000 billion
US dollars respectively.

Section Oplimize Export Suucture

Focusing oit own brand, independent intelicciua! property right and independent mark=ting, guide
enterprises to reinforce comerchensive competitvs power. Support the export of indepensent high
tech products, electromecher.ical products and agh value addeg luour intensive producis. Strictly
execute lsbour, safety ¢nd envirommental orstection staidards and control hizh energy
consumption, high poitution and resource procucss. fiuprove piceessing tade policy, continue
develop processing trade, make efforts 1o enhance inklustrial level and processing depth, reinforce
domestic ability to provide t:¢ auxiliary iterns and promote domestic industrial upgrading. Guide
enterprises ¢ constrict overseas 1cketing retwark and reinforsz independent merksting ability.




Actively explors non-tradit:onal export markei and push market piurahism. Swengthen the
dynamic momitoring for export commodity prize, quality and qusntity and construct the quality
benefit oriented foreign trade promotion and regulation and contro! system

Section 2 Actively Enlarge tmport

Implement the policy of basic import and export balance and exert the function of import in the
promotion of China’s economic development. mprove import tax policy, expand the import of
advanced technologies, key ¢quipment and parts and components as well as domesticelly deficient
energies and raw matcrials 3nd promote resource import pluralism.

Section 3 Develop Service Vrade

Enlarge the service trade e¢xport such project contracting, technology transfer, finance and
insurance, international transport, education and training, information technology and national
culture. Encourage foreign capitals to participate in software development, trans-border
contracting and material flow service etc. Construct several servive industry contracting hases and
orderiy undertake intemational service industry transfer. Actively and reliably enlarge the opening
of service industry and establish service wrade monitoring and contro! system and promotion
system.

Section 4 linprove Fair Trade Policy

Improve trade operation monitoring and pre-wiming sysiem and friction response mechianism and
rationally use the anti-dwn>ing, anti-subsidy and safeguard wmeasures to reinforce the: ability to
respond to wrade dispute and miainiain enterprises’ legal rights and hneresis and national interests.
Strengthen multi-lateral dizlogue and cooperation for international trade and iealize joint
developmeni. Improve trade legal systen, esiablish bulk commodity import and export
coordination mechanism, strengthen indusisiai self-discipline a:d stendardice uade order.
Effectively exert technological trade measures to suengthen import and export inspection
quarantine and epidentic situation monitoring and control. :

Chagpter 36 Improve the Quality of Introduciug Forelgn Investment

Take hold of the international industry transfer opportunity. continue (o actively and effectively
utilize forcign capitals and combine the introduction of ftoreign investment with domestic
industrial structure and technological level nminly by invoducing foreign invesiment and
introducing foreign advanced echnology, management experience and high quality talents.

Section ! Guide the investment Orientation of Foreign Merchant

Improve laws and regulations and policies and form the stable, transparent management system
and fair and foreseeable policy environment. Guide foreign capitals to be more invested in high
tech industry, modem service industry, top class manufacturing link, infrastructure and ecological
environmentai protection aud in the old industrial bases in the Central and Western Regions and
the North-eastern Region. Encourage transnational companies to establish regional headquarters,
research and development ceaties, procurement centres and training centres in China. Cucourage
foreign owned enterprises (o carry out technological innovation and reinforce the ability to provide
the auxiliary items and exiead industrial chain. The regions and development zones wiil: strong
ability to attract foreign capituls shall pay aticiition to enhancing production and manufacturing
level and aciively expand tovards research and development and madem circulation fields etc and
sufficiently exert he concernution and driving »Tect.

Section 2 Promote the Divensiticd Modes of Taunducing Foreiga Invesiment




Guide domestic enterprises to conduct multi-fam cooperation with transnational companies and
exert the technology spill-over effect of forcign capitals. On the basis of protecting domestic
independent brand. guide and standardize foreign merchants to parzicipate in the restructuning and
innovation of domestic emcrprises. Effeciively utilize overseas capital market 0 support the
overseas listing of domestic énterprises. Improve risk investment exil mechanism and encourage
foreign merchant risk investizent companis and risk investmert funds to invest in China.
Encourage overseas instilutions with conditions (o paticipate by shares in domestic security
companies and fund n 1t companies *

Continue to well use the loans from internationa! financial organizarions and foreign gevernments
and mainly invest the loans in the okd industrial bases in the Central and Westem Regions and the
Northeast Region in resource conservation. environmental protection and infrastructural
construction. Rationally and aatiously use international conmerciat loans and allow the financial
institutions and enterprises wih conditions 1o 1make fiaancing in foreign countries. Strengthen
Macroscopic itoring an: g ¢ for fereign debts and optimize debt structure and
maintain moderste debt sca

Chapter 37 Activety Conduct {nternational ¥.vonomic Cooperaiion

Complete the system and policy to promotc the cross-barder flow and optimal allocation of
production elements and actively develop economic and technological cooperation with
neighbouring countries and other countries and iealize mutaal benefit and win-win. .

Section | Implement the “Go-Out” Strategy

Support the enterprises with mature conditions to conduct direct foreign investment and trans-
national operation. With supsrior industry es (he key point, guide cnterprises to carry out overseas
processing trade and promote product origin pluralism. By means of trans-national merge and
acquisition, equity participation, listing, restructuring and association etc, foster and develop our
trans-national conpanies. Accarding t the principle ot advantag? complementation and equality
and mual beuefit, enlarge overseas resource cooperation and development. Encourage
enterprises to participale ity overseas infrastructural construction, raise project contacting level
and stably develop labour cooperation. Complate overseas invesiment promotion and safeguard
system and strengthen the uniticd pl and coordi and visk mar t for overseas
investment and overseas state owned assets supervision and contol.

Section 2 Push the Intenatio:ni:] Regional Economic Cooperation

Unifiedly plan ami stably push the convenience of trade, invesiment and traffic transport, actively
participate in the internationa} regional econvinic cooperation mechanism, strengthen dialogue and
consultation and develoy Zilatzral and muitisteral economic and trade cooperaton with all
countries. Actively participale in ihe formulation of muitilateral trade and investaient rules and
push the establishment of Jie new international econoraic order. increase Chinese aid w© other
developing countries and further strengthen the economic and technological cooperation with
developing countries.

Part 10 Push Forwauyd the Construction of Harmonious Socialist Socicty
According to the requirements of democracy and govemment by law, equity and justice, good
faith and friendship. full of cinger, stability and order and harmonious coexistence between man
and nature, tirmly push forward the construction of harmonious society proceeding from resolving

the most dircct and most reaiistic vital interest problem most cared by the people and th: masses.

Chapter 28 Comprehensively and Wetl Carry Out Populatien Work
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Section | Stabilize the Low Bisth [evel of Papuistion

Adhere to the basic policy i birth contrul and stebilize und complete the current birth policy and
implement the objective respronsibility system »f populaion and bitth control work Establish the
only child death and disabilitv {amily suppoit svstem and conipicie the charge exemption system
for basic service items. Streagthen the birth cortrol service and menagement ability construction.
Complete the floating population birth control service manageinent system aiming at the
management of the existing place of residence

Section 2 Improve the Quality and Structure of Bom Population

Popularize the prenstal and nosmatal care kncwiedge, implement the birth controi reproduction
health promwotion plan, increase birth defect intervention strength, encourage pre-marmage and pre-
pregnant med:ical checkup ard prevent and conuci the impact of congenital infection and genetic
factors on the borne popuiation. Take comprenersive meaures 1o «tlectively deal with the rising
of sex ratio of the bome population.

Section 3 Actively Respond to Population Aginy

Carry forward the old people respect custom and build the social atmosphere that elderly will be
looked aftcr properly and will enjoy themselves. Actively develop senior industry, reinforce the
whole socicty's old people caring service function, improve the uld people’s quality of life and
safeguard their rights and interests. Implement caring project and strengthen the construction of
seniors oriented service fecilities such as seniors caring service, medical assistance and hospital
bed at home.

Section 4 Sateguard Women and Childien’s Kights and tnterests

Ireplement the basic national policy of sexual ecuality, implement the Outline of the Development
of Chinese Women, safeguard that women erjually obtain the nghis of going to school, work,
social secwrity, marriage axsele and participation in social affairs and strengthen women health
care, poor people support and poveriy relief . labour protection and legal aid. Adhere to the
principle of children priority. implement the Qutline of the Tevelopment of Chinese Children, and
legally safeguard children’s regat of existence, rigit of development, right of being protected and
right of paricipation. improve children' growing envirorunent and promote the development of
children® physicai and menwi health. [mprove meshanisin oi rehabilitation of disabled children
through operasion, family fosterage fund investment and AINDS orphan help.

Section 5 Safeguard the Righas and fniciests ol ine Handicapped People

. Advocate and encourage social circles to care, support and paticipate in the causes of the

handicapped people. Pusii forward the constiuction of barvier-fiee facilities, strengthen the
bandicapped people rehabinadion, poverty cast-off of poor handicapped people, conpulsory
education of disabled children, employ:ment service and social security for the handicapped people
and create conditions for the handicapped peoplv to equaliy participate in the social life.

Chapter 39 linprove the Penple’s Living Stardird

Section 1 Do Everything to Expand Employment

Place the employment expasion in the more conspicuous position in the economic and social
developmen:, imnlement pesitive employment 2elicy, uvifiedls plan urban and rural employment
and make effons to control unemployment scale. Continue to implement and improve the

preferential palicies to encourage enterprises 10 increase jeb onverfunities and strengthen finance
and tax and credit {cr cinofoyment training. Complete the employment service system and
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accelerate the establishment of employment skill training mmechanism supporied by the
government aiad participateid by the society. Completc the eniployinent aid system fer difficulcy
suffering regions. industics and groups. Actively develop the labour intensive industries and
service industries with largz cmployment capucity and the medwm and small enterprises of
various types of ownership. Comprehensively i.nplement labour contract system, sctively push
collective connact syster., inipsove and cocrdinate lebour reiaiton three-party ccordination
mechanism and complete the labour dispuic handling systan. Comprehensively es:ablish the
employer Jaw-abidingness and good faith systens. Improve enterprisz job displacement mechanism
and prevent surplus personnel from being pushed (o the society. $:ate owned enterprises shall try
to arrange »ureius personnel by means of cepavaling main indusry from auxiliary industry and
auxiliary industry restructuring. Swengthen labour force market supervision and tnanagement,
labour protection and labour taw enforcement supervision, standardize the behaviour of recruiting
and using work force and pré :tically maintair: ihe labourers legal rights and interesis.

Section 2 Increase the Income Tistnbution Reyulation Strength

Complete the distribution. svstera with Gistribution accorging to work as the subject and
coexistence of multipie disusbuiion modes and udhere 10 the participation of various. procuction
clements m distribution according to conuibuuions. Acceicrate the advancemem of income
distribution sysiem reform, sandardize incwvidual income disuibution order. strengthen the
monitoring and supervision for distribution results and endeavour to mitigate the trend of
distribution Jdifference excansion betweer inawtrics, regions and social members. Pay more
attention to ~ocial equity and especially the equity of study in school, employment opporiunity and
distribution process. Make eilort 10 improve the income level of low incomc people, gradually
expand the proportion of middle-income peapie and effectively regulate excessiveiy high income.
Strictly execute the minimum wage system and gradual improve mirimum wage criteria. Establish
standard civil servants’ wapc system, standaurdize pos relaied consumption and improve the
income distntution rule and supervision and management mechanis:n of state owned cnterprises
and institutizns. Control and regulate the incing of monopel; industries, sstablish and romplete
individual income declarxdice systemn and sirengther individun inceme tay coilection and
management. Resolutely suppiress various itieza? incomes

E

Section 3 Improve the Social Security System

Increase the financial investient in social secwity, raise social security funds through multi-
channels. rationally delermine security standani and mode and establish and complete (he layered
and widely covering social scurity system confonning to the econoinic development level.

Expand urban basic pension insurance coverage, gradualiy complete individual account. gradually
improve the overall socizi planning level and reinforce the ability of overall planning and
regulation. Push forwerd the endowment insurance system refom for government organs and
institutions. Fsiablish the unkage mechanism of unemployment insurance and employment
promotion and improve uner:ployment insurence system. Expand the coverage of basic medical
insurance and complete muiti-level medical security system. lmorave and execute industrial injury
insurance policy and standasd and push various employers to legaily participate in industria! injury
insurance. Encourage the enterprises with vonditions o establish supplementary insurance.
Establish a1d complete birth insurance sysiem. Eimestly resoive thz social security of the people
who go to work in citier Standardize social insurance Sunc :ollection and payuent and
supervision and managemeni. Strengthen the constructicn ¢f socia: security service management
ability.

Improve urhan residents’ riin :
Establish urdin and rural miedical assistance st
life security ohjecis and rural destitute house 't
e Impro ¢ “he assistance sys:
vagrant minors. Enccurage ihe development ¢

svatem and prac
em and inceitrs
ds and the five gu:z
m for urban o ants and beggars vad esecially
sacial sappor” activities such as sceizl charity,
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social donaiicn and mutur] mass support aid support velusimy service activities and realize
institutionaiz:tion.

Section 4 increas the Strengih of Poverty Rexef Work

Strengthen the poventy reliet responsibilities o0 the governments a: various levels, increase poverty
relief investment, complete peverty reliel’ development meciianitm and increase poverty refief
efficiency. For the poverty stricken regions with the basic existing conditions, continue to
implement local poverty mlief, improve basic production and living conditions end spen up
income increase approach; for the poverty stricken regions with severe existing conditions,
implement poverty relief through relocation. For the pocr population with labour ability,
implement sk:ll training, technical poverty relief and labour expet poverty relief and reinforce
their incoune increase abuili:v: for the poor pojpulation without | : aoiiily, implemen iclief and
assistance salvation. Pay rore atlention to the support and assutiiw:e of the poor family children,
improve their growing cnvironment through hoarding study. family tosterage, social caring and
free vocationul education i cad prevent iutergencration poverty iransfer. Take the means of
social salvation and special purpose loans (0 prevent reumning © poverly due (o disaster and
illness. Inc-tase the support for concentrated aad area by area nyverty stricken regiens and
implement ‘e poverty reliet development for the whole will: y adjusting me;
conditions. Ccatinuc 1o carry oul fixed point help and suppart ‘ork ard encourage socia) circles to
actively participate in the poverty relief work

Section S Expand Urbun and Ruval Resident Consumption

Increase the incorue level of wiban and rural residents and reinfurce ihe consumption capacity of
residents and <special rural risidents and urben low income peoph:. Foster hot consuniption spots,
push ths astion of public nutrition inprovement, complete he town housing supply ‘system
combining ordmary cotmmercial housing, ecuaomic cconomicaily 2ffordable housing #nd iow rent
housing, continue to raise telephone and computer etc popusarity rate and promote the service
consumption such as culuwy, bodybuilding, tourism and leisure. Guide resident consumption
expectation and enlarge umnediate conswapton. -lnprove cunsumplion environment and
standardize and develop consutnption credic

Chapter 40 Improve the People’s Health Level

Pay closc attention to the peeple’s health, increase the governraent investment strength. accelerate
the development of medical health cause and eamestly resolve tee treatment difficuity and high
treatment pic:.

Section 1 Complete the Pubiic Health and Medicai Service System

Establish and complete the emergency mechenism for sudden public health events and improve
the abilily of disease prevention and contro} and medical treatmeat. Improve the conditions of
medical and public health institutions and strengthen the professional eam construction. All out
develop community health and accelerate the construction of the urban medical service system
mainly based on the community health service and with work division and cooperation between
community healih service institutions and hospitals and two-way ‘ransfer for treatment.

Section 2 Swengthen Disease Prevantion and Treatment and Health Care

Strictly contnl ihe propagation of major cosimunicable discaies such as AIDS, wherclosis and
hepatitis B. efiectively prevent and control rarasitic diseases like schistosormiasis and endemic
diseascs, strengthen the pievenlion and usalment and wumunity work for new found
communicubic diseases and comprehensively prevem ana Uear chooni  diseases like
cardiovasculir and cerebrovasculin diseases and muaiignant tuinuurs. Strengthen mencai health
consultation and care and atachinent importance to mental ieaitn and disease prevention and
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treatment. Strzugthen mother and chiid heaith care 10 maike p'amned children immunization rate
exceed 90%. infant mortality reduced to ) 7% and pregnant and lying-in womer. death rate
reduced to 40, 1)1),000.

Section 3 Strengthen Chiness Medicine and Medical Scientific Rewearch Werk

Protect and develop Chinese inedici gthen the construction of clinical research bases and
hospitals of Chinese medizine and push forward Chinewr :nedicine standardization and
normalization. Integrate supzrior medical scientific research resqurces and strengthen research of
major diseases.

Section 4 Deepen the Medicat Health Svsterr: Refern

According io the direction of separation of government from avrvice institutions, separation
of regulaton from opcration and separaticn of hospiwzis 1rom niedicines and separation of
profitability from non-profitability and adhering to the principle or government domination, social
participation, mechamsm conversion and supervision strengthzning, establish the medicai health
system conforming to Chinese situatinn and provide safe, convenient, efficient and rational public
health and basic medical service for the broad masses. hnprove ciassified management according
to the principle of dependency and thé whole industiy managerent. Suengthea the responsibilities
of the government in providing pubiic health and basic medical service, establisiy e nonnative
responsibility sharing and capital investment mechanism between the govemments at various
levels and gradually establish: the hospital nmning system with pluralistic investment subjects and
diversificé mvestiment modes. Improve the: operation mechanisn, inspiration mechenism and
compensation policy of public medical institutions. Integrate mectical health resources and all out
increasc the wiight of public health resources i rural avas, the Usnlal and Westem Regions and
grassroots. Strengthen the s.pervision and management ter the tasgical health service |chaviour,
service quzlity and drug marke, reduce exorbitant price cf dnigs and control excessively fast rise
of medical costs.

Chapter 41 Strengthen the Construction of Public Safely

To complete the tasks of reform and development. it is necessary (0 maintain long term stable
social environment. Strengtinen the public safety awareness of the wholc society, sirengthen the
construction of public safety safeguard ability, raise the public safuty safeguard level, mantain the
people’s life and property right and cnsure social stability.

Section 1 Reinferce the Abitity to Prevent and Reduce Disaster

Stengthen the construction of weak links in flood prevention and disaster reduction, mainly
strengthen the comprehensive govemnance of big rivers, danger removal and reinforcement of
unsound and dangerous reservoirs, constnuction of pondage and flocd retarding basins and urban
flood prevention and reinforce the ability ot coastal regions to prevent typhoon, storm surge and
tsunami. Strengthen the prevention and treatment of landslide, muad and rock flov: and forest and
grassland tires. Increase flood prevention and disaster reduction nirswaming and command ability
and establish the disaster, flood for example, managecment systetn and flood orevention and
di reduction safeguard sysiem. Sirengthen the prevention and treatment of geological
hazards in the k2y regions such as the Tiwee Gorges Reservoir arca. Improve the later stage
support policy for relocation of people from large and medium scaied reservoirs. Strengthen the
basic seisinic satety work tor city agglomertions and big cties. rirengthen the construction of
digital seismic network, seismic regime and disaster situatiop quick transmission system,
implement comprehensive prediction, prewemtion and :m.cue management and  improve
comprehene.ive carthquake defensive ability.

Section 2 Raise the Safety Production Level
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Adhere tc “safety first and prevention crucial and comprehensice trzaiment”, implemen: the safety
production responsibility system, strengthen the enterprise safety production subject responsibility,
complete tbe safety production monitoring and management syvstem and strictly execute ke major
safety production accident accountability system. Strengtlien safet vroduction scientific ~escarch
and development, monitoring and contro! and supervision ard support system canstruction.
Implement the general investivation and monitering and centrs - of inajor dangerous ources,
increasc safety facility investent and well camy out hidden t-ouble treatment and safety
technology innovation. Stictiv exccute the safety productien license system, strengthen the safety
production of high risk inlusky, coal for example. and key fi and well carry cut special
rectification of fire safety for non-coal mines, special type equip hazardous i 1
fireworks and crackers, buiiding construction. road waffic and personal dense locations.
Strengthen inaffic and fire fighting infrastructural constructivn and safety supervision and
managemnsnt  Foster and sterdardizz safery praduction inteymesd. -y agencies. Strangthen the
safety producticn publicity ard wiucation and traming. Estabhsh safety productior indicator
evaluatior systern and make the production safety accidsat deadd ate per unit gress domestic
product reduce for 35% and Ihe production safeiy accdemt deats rate of indusiiz]l. mming,
commercia! and trade empleyzes reduce 25% by 2014,

Section 3 Safeguard F'ood and Beverage and Drug Administraiion Suiety

Strengthen the consuuction of food und drug supervision and management facilities, complete
technical standard system innovate supervision and miaragemcat mechanism, studardize
supervision and managemen! behaviour, promoze supervision and (anagement abiiity and level,
legally suengthen the supervisios and management foc foud, irug and dicteuc nysziene and
safeguard the people and the masses™ heaitin safedy.

pecial Column 16 Key Public 3ervice Project

Saelsl assisrance: ol assistance manazanent Fcilitks. vagranl minors proter fian ventiv. “clantable supermarket” and sncio) donation
receiving poinis o

Social weifare: constewct comprahensive weliare ceatre. social welfare (acilities. vt geroconmium. child welfare insiiuticrs and comprehensive
‘handicapped poopl: s w=: facilinies efe.

Poblic bealth continue 0 onpmve disest: prervent:on and cont-ol ard mekal treahesi systan and strenpthen tiw coash ation of Chinese
medicine climeal research base and wey hosgrials of Thinese nedicine,

Community se1vice: conaliial o RS Com:ur iy service cerhe and cOMmuzify senice stalion. aid strengihen and improve community
health end socis! inga:ain s system.

Flood prevention 11 disniter redactioe; <on.rect hackoooe Huthe River Regulir on P 2l stmegthen thie o
medium and small rivers Imatement the safety consirustien project of ma’ar Aiver pordage land and faod retarding hasir

au'micn af big dvers and

Safety production emergency rescue, construct national. provincisl and musicipal tescl sa ity produciion emergency rescuc command centre and
astonal, tegional axi backbone speciatized anapacy rescue sysicin

Major accident hidden tiouble treatmest: nat the eauerous reservois and highiy [azatdeur oz saund resenvoir of wav: mili..y3 reservoirs and
relocate the hazardous chenicals p mxd slorage isus without dond safeh disence in urban areas.

Nadona) disaster emergeacy rescue: Sonstruct four grade deaster energensy rescue comunzod syrier

Grassroots politics und

infrastructure. constaxi

Teconsiryt grassroors police statiyn. julicatory buregus and die people’s cournts.

Section 4 Mzintain National Safaty ans Sociai Stat-Uity

Severely crack down various criminal activities according o thz faw and ensure that the people
and the masses live and work in pcace and contentment. Sirengthen the comprehensive
governance of public order, cush the construction of public orces prevention and control system
and deenly carry cut peacc creation activities. Improve judivial safeguard conditions and




strengthen the infrastructural construction of grassroots judiciai znd public security organizations,
case investigation, drug prohibition. smuggling suppression and border inspection ctc. Actively
respond 10 traditional and ncn-traditional safetv nroblems. Strenyzchen the construction of public
secunty ard political and legal wam.

Section S Suengtnen the Consiruction of Emergency System

Establish and complete the cinergency managenment system, strengthen the constuction of key
ficlds and key projects such as command information system, cmergency material safeguard,
specialized disaster relief and ¢cmergency rescue icam, emergency standard system and transport
and field communication safeguad, complete the social mobilization mechanism following the
occurrence of mgior and esprcially serious naturat disasters and improve the ability 1o deal with
sudden public events,

Chapter 42 tmprove Social Management System

Improve the social management patiern of the Party Conwitice leadership, governmental
responsibility. social coordination and public participation 2nd push the innovation of social
manageinem system.

Section 1 Swengthen the Construction of Grassroots Self-Governing Organization

Push the coustruction of harmonious commurities and villages and towns with orderly
managemer:t and good public secwity, advocate the hannory betwsen people and reinforce the
social harmonious basis. Exy:lore the sffective model of constru.tion and management for urban
and rural grassroots self-goveming organizations in the new phase and exert the function of urban
and rural prassroots self-govemiing organizations in interest coordination and difficulty and
anxiety cxclusion.

Section 2 Standardize and Guide the Orderly Development of INon-Governmental Organizations

Foster and develop trades society, associations, welfare beneficence and grassroots service non-
governmental crganizations and cxert their functions to provide service, reflect appesl and
standardize behaviours. Complete the non-governmentatl organization self-discipline machanism
and strengthen and improve: the superv.sn and me nagemeas for nun-governniental organizations.

Section 3 Correcily Deal witi the Contradictions among the Penpie

Anach great importance to safeguerding the pzople and the masses’ fundamental interests,
properly coordinate interest relations in various aspects and preveat and resolve the contradictions
among the people from the sources. Improve and cumplete letter sind visit complaint work, smooth
the appeal channel, comprehensively exercise education, consultation, mediation and legal means
to promptly and rationally deal with the problems reporied by the masses. Improve the system of
people’s mediation and compivte the social conwadiction ana dispute mediation and handling
mechanism. Deeply and wetl catry out the work concerning the masses in the new phase and guide
the masses o express their appeal using rational and jegal rieans. Establish and complete
contradicticn eliminaiion 2rG invesugatiun mechanism, mfcrmadon pre-waming mechanism,
emergency disposal mechanism and responsibility ascertainment mechanism, prevent and properly
deal with ta: mass and sudden events, pacticaliy resalve the wrasses’ reasonable appeal and
fegally maintin the social stability.

Part 11 Streugihen Socialist Demozratic and slitical Construction
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Adhere i che comprehenicos development of aalitica! ¢
expand sacialist democracy. iiprove socialist legal systern 2a peo
modemization construction.

o and nateriad aavilisation,
ide political guarantee for the

Chapter 43 Strengthen the Socialist Democratic aud Politicst Caustruction
Section 1 Develop Soacialist Denvocricy

Adhere to aad improve the svsiem of people’s congress, the syst=m of multi-party cooperation and
political consuliation led by the Communist Party of China and the system of regional autonomy
of minority nationalities. Actively and reliably continue to push the reform of the political
structure and consolidate and develop the political situation cheracterized by democracy, solidarity,
liveliness, stability and harmcay,

Improve the democratic systera, cnrich democratic form, expand the citizens’ orderly political
participation and ensure thar citizens legally carry out democ:atic clection, democretic Jdecision
making, democratic management and democratic supervision. Strengthen grassroots democratic
construction, adhere and complete public affair disclosure, factory affair disclosure, village affair
disclosure ar:d ensure that citizens legally execute the right to vore, right to learn the truth, right to
precipitate and right to supervise. Respect and safeguard human rights and promote the
comprehensive development of tuman right causes.

Consolidate and strengthen the most extensive patriotic united front and improve the consultative
system prior 10 making decis:ons tor major problens. Fxert the fuoions of the CThinese feople’s
Political Consultative Conlirence and support the Chines: Pecple’s Political Consultative
Conference to fulfil their functions of political consultaion, democratic supervision and
participation in and discussion of guverument and political 2{iaiis. Adhere and complete the
congress of staff and workers and other forins of enterprises and instiutions democratic
management systems. Exert die bridge and link functions of the people’s organizations such as
fabour union, Youth League and Women's Tederativn. Ensurs that aulonomous rrinority
nationalily arces legally exercise their pover of 2utonomy, (ensolidaie and enhance socialist
cthnic relatior.s of equality, solidarity and mutual assistance and projaote commen prosperity and
progress {or all our ethnic groups. Comprebensive implement the policy of freedom of religion,
legally manage religious attain, uphold the principle of self-administration and running religious
affairs independently 204 guide the accordance between religious heliefs and socialist society.
Implement the 0 sarceming overscas Chinese offairs unld well carry aut the work of
overseas Chivese affairs.

Section 2 Comprehensively Fush Legality Building

Implement the basic pninciple of ruling the country by law, gush scientific legislation and
democraiic legislation and fom a socialist system of laws with Chinese characteristics. lmprove
the laws and regulations in inarket subject, market trade, market supervision, social management
and sustainabic development. Push forward the reform of judiciai system and work tnechanism,
standard judicial act, strengtien judicial supervision, promote judicial justice and n:aiiain social
justice and judicial authority. Impiement the *Fifth Five-Year iaw promulgation plan’, carry out
legal system vubliicity and education, inpiove ail the people's lcga: qualiy and fonn the social
climate of law abidarce and aciing in strict vith ths law.

Section 3 Strengthen the improvement of the Party's work style and building of clean yovernment

Adhere to the policy of addressing both the symptoms and root causes of corruption,
comprehensive treatment, paving equal attention to punishmer:t aud prevention and emivhasizing
prevention and establish and compiete the conuxtion punishmen: wnd prevention system with
equal atiention paid to education, system and supervision. increase the sength of preventing and
treating corruption from the sources. Push forward the syst=mm, inechanism and institutional
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innovation of fighting against corruption and calling for honest administration, strengthen the
restriction and supervision for right operation, strengthe: *he supervision of spocialized
goveramental agencics and society and safeguard the cuti right to impeach, right of
accusation and right of appeal. 3eriously investigz.e and presenuie :he cases of disciphine and law
breach and resohutely rectify the unhealthy tendency that harms the masses” interests.

Part 20 Strengthen the Socialist Cuitural Construction

Keep the orientation of advanced culture (irmly i hand, keep 1 the orientation cf =erving the
people and socialism and the principle of letting a hundred flowers blossom and a hundred schools
of thought contend, prosper socialist culture and continuously mcet the people and the masses’
increasingly growing deinand of spiritual culture.

Chapter 44 Strengthen the Socialist cultural Construction
Section | Promote ideclogical and ethizal progress

Comprehensively implement Dengxizo Theory and the Important Thovght of Three-Represents,
deeply study and impkment the scientific concept of development strengthen Marxist theoretical
rescarch and construction, adhere to the guidance position of Maixism in the field of ideology and
further consolidate the common ideological basis for the Chinese: people of all ethnic groups for
solidarity and struggle. Adhere to correct guidance of public upinion. Strengthen ideal and faith
education and ideological and political work, all out carry forward the national spirit with
patriotism as the core and time spirit with reform and inncwstior. as the core, strergthen the
construclion of socialist ideolegy and morality, carry out the mass spiritual civilization creation
activities in 4 down-to-eart nanner, wévocaie the basic mora standards such as patriotion, law
observation, good faita, solidarity ard amiability, thift and sc'f-improvement, carezr respect and
dedication, varry forward the excellent tradition of arduous struggle, firther reinforce the cohesion
of Chinese nation, make all the people be always filled with an enterprising spirit and provide
powerful ideological guarantee and spiritual imperus for buitdiey 2 well off society i au all-round
way. .

Section 2 Enricit the People and the Masses’ cultural liZe

Actively develop cultural undzrtakings and cultural industry and create more and beiter excellent
cultural products meeiing the need of the people and the massos. lucrease the iavestnent of the
government in the cultural undenakings and gradually fonm Wie reiadvely complete pubiic cultural
service system covering the whole society. Pusn forward calwural innovation, imgplement the
strategy ot product excellence, prosper art creation and improve wie quality of cultural and art
products. Strengthien the protection of cultural and naturai hevitage and ethnical aud folk culmre.
Expand the coverage of broadcast and movie and television, Gevelop digitai broadcast and movie
and television and ensure broadcast safety. Prosper joumsiissi. Cevziop inodem publication and
issuance industry, actively develop digital publication and lay stress on the construction of
network media. All out popularize Putonghua. Expand international cultural exchange. actively
explore international culrral matket and push Chitese culture to enter the world. Make Shanghai
Expo a success.

Special Column 17: Key Public Cultural Coastruction Project

Extension of radio #nd TV coverage to every village: comprekens »» reatize that the village: that contains

over 20 families get the access to cahle tadio and TV

Rural motion picture projection: dasicatly realize that 2 movic is proiected in each village cverv month in all

rural areas in the country.




Construction of village and 1aswa vowprehensive cultural siation:
towns in the country have built a coinprehensive cultural station.

ally realize wat a!' villages and

Cultural information resource sharing: push the cuftural resource digitaiization ard pramote cultural
information resource sharing with emphasis given 1o rural areas.

Protection of major cultural and natural heriiage: strengthen the construction of protection and utilization
facilities for world heritage. majer historical and cultural relics undey state protection, major national famous
scenic sites and national famous historical and cultural citv (towa, village) snd construct protestion facilities for
rescue cuitural relic.

“Tibet-Xinjiang Project”™: strengthen the construction of broadeast an:) TV tacilities in Tihet and Xinjiang ete,
expand coverage, impreve tateniag atd wiaching qualits aad exinfas e the safeguard abilit, for t:ansmission
safety.

Construction of major caltural fu:itities: push the construction national and tocel major ~hiural facilities
such as Nationai Museum, Chinese Art Galle:y (Phase i1) and Natior.al Drama Theatre

Section 3 Deepen the Reform cf Cultura! System

Establish the cuitural management system and vitrant cultural product production and operation
mechanism ied by the Perty committee, nanaged by the govermnent, self-disciplined by the
industry and legally operated by enterpriscs and institutions. Improve the support incce for public
and cultural organizations to promote them (o reintorce vigowr and improve service. Push forward
the system wranstormation of operatmg cultural cause institutions and make eftorts 0 form a group
of cultural enterprises and enterprise groups that keep to the advanced socialist cultural arientation
and have relatively strong independent innovation capability and market competitive power.
Improve cuitural industrial poiicies, promote the development of nationgl cultural indusiry, guide
and standardize the entry of uon-pudliz economy into cultual industry and form the cultural
industrial pattern with public ownership as the subject and common devclopment of multiple types
of ownership and the cultural rnarket pattem with natural culture as the subject and attraction of
exotic beneficial culture. Strengthen the comprehensive law enft for cultural markct and
management for Intemet, adhere to anli-poinography and forgery actions and build the social
eaviromnent of supporting healthy culture, innovating backward culture and resisung decadent
culture. Actively advocate the construction of enterprise culture

Part 13 Strengtien the National Defence and Army Building

According to the requirements of safeguarding our national sccurity and unity ard development
interest, strengthen nationat defence and unny modernization construction and form the favourable
sitvation of the coordinated development between national deferwe construction and economic
construction.

Catcher 45 Strengthen Natignal Defence and Army Building
Section | Comprehensively Strangihen Amiy Building

The army rust take Mao Zeder3's mifitary thinking ani eny Xiacping's thinking on army
building in the new period and Jiang Zemin's thinking on national defence and army building as
the guide, take the scientific caacept of developnent as the important guideline for str2ngthening
national deicnce and ammy buiiding, adhere to the Party's shsotute leadership for the army,
implement the positive defence mititary strategic policy, have au eye to effectively tuifilling the
historical mission of the new phase army in the new century, comiprehensively strengthen the army
revolutionization, modemization and regularization construction, actively push forward the
military change with Chinese characteristic and make efforts o improve the army’s overall
defence and comnbat capabiiiyy under infoneatizaon conditions. 2iways put the idecloyical and
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politicat construction in the firvi place of various constructions ::a1 maintain the correct anentation
of army building. Carty out the stretegy of building a sticnz anny through science and
technology and push forward the combined development of mechanization and
informatizaiion. Deepen the adjustment and reform of system and organization and
policy system, optimize iorce structure and milkary eswdiishment and reinforce the
vitality of army building. Innovate milisary theory, strengthen anmy (raining and
university and college education, train new type military talents and improve the
quality of officers and soldiers. Develop modemized materiel facilitis, optimize
system architecture and improve supporting level. Push forward logistics construction
and reform, reinforce comprehensive safeguard ability and improve the living
standard of officers and scldicrs. Strengthen the construci:on at grassroots level and
lay a solid construction foundation. tmplement the policy of running the arvy strictly
in accordance with the law, strengthen the construction of style and discipline, strictly
conduct srmy management and cducation and ensure the high stability and
concentration and unification of the ammy. Strengthen the sonstruction of the armed
police forces and make ctrorts 10 improve the ability of duty, dealing with sudden
events and anti-terrorism. Deeply cany out ““Two Support” activities; the army shall
actively participate in emcrgency rescue and disaster relief and support the national
economic construction and the govemnent and saciety shall well carry out the work
special care and placement and consolidate and develop the solidarity beiween the
army and :he goverminent and between the army and the people.

Section 2 Adjust and Optimize Nat:ona! Defence Science ard Yechnology Industry

Adhere 10 the policy of combination of the army and the people, combination of military offorts
with civilian suppost, stuenghening the basis and Siepeucen: innovation, acce'crete the
transformaticn and upgrading of national defence science and sesknology and indusiry, improve
the high tech inrovaiion ehility and develop the technologsy and preduct competent Sor both
military and civilian purposes. Push the constuctian of digitalized military industy. inprove the
research and development and maaufacturieg lewel of arr ar i pient, ensure the supply of
arms and equ! it Adjust and optimize ke mlitary product nific research and preduction
capacity stucture, promote the core capability of cverall desizn. weneral assembly test and system
integration, strength scienriic sescarch and production suvject and vush specialized restructuring
and sociali:ed coordination. Activ=ly and seliably implemeni tie reform of military industrial
scientific research institutes. Establish socicty ovented railitary product scientific vesearch and
* production assess and exit system and improve coordinalion mcchanism of interaction and
cooperation hetween the arin;s and the people. With property right s;atein reform ac brzaXihrough,
remould mualitary industriai ¢nterprises w.th the stoce sy Deepeu militny  ndustrial
investment systent reform enc push the plunilistic investazent suljats.

Section 3 Reinfoyce Nationz! Defence Mobilizatio: Ability

Deepen the reform of the national defence mobiiication sysien: zud operstion system, inplement
the requureiients of navonai defence m econcanic construction ad gradually eswvlisi the
centralized, unified, stucturaily, rational, quick response, actioritza ¢ and nighly eflicient inodern
national defence mobilization systera. Streagthen the militis and reserves, weit cuty out the
construction of natonal economy mwbilization, the pecple's air defence and comprehensive
protection capability. Strengthen natioual defence infrastructurat coustruction and legabiy protect
national deience facilities.




Part 14 Establish and Complete the Planning and Linplementation Mcchanism

Under the conditions that the socialist market ecoriomic sysien:
the objective end task of this plen and rwinly rely on cxer the basic actions. of market
distribution resources. At the same tinge, the goverament shall coioetly fultil its wesgonsibilities,
regulate and coitrol and guide <ciz! resourves, rationally allocat: poblic resourees 3nd safeguard
the smoath implementation of the plan,

pzeliminarily estaolished. realize

Chapter 46 Establish the Implementation Mechanism for Guidance to Different Types of
Areas

The developmen® orientation ~f agricultural, industrial and service industrials put farward in this
plan and the key points ot devejopment for making use o1 toreign investment and foreipn trade etc
are the ortentation for market subject and are implemented mainiy by relying on the independent
behaviour of market subject. The governments al various levels =hali maintain fait copetition,
strictly pichibit from locat segizntation and departmential prowec shall not irectiy intervene
in the enterprizes operation activities or intervenc in the nonnal operiion of market raechanism.

The key tasks detcnnised in this plan such as maintaining retatively rapid and stzble economic
developmeut, changing economic growth mode, regulaiing and cptimizing economic structure,
reinforcing independent inunovacco vapaoility, constricting new socialist village, proinoting
regional coordinated development, promoting sound urbanization development and constructing
resource saving and envirenmentally friendly society are mairly realized by improving market
mechanism and iaterest-orentaien mechanism. The goverament shali baild the favsurs
and policy environment for ihe inspiration of the market subject i

of system and mechanisr innovation and improvement policy. Stated own eaterprises and
institutions shall play tae leading 2rnd demonstraticn role.

The tasks in the public service fields determined in this plan such as compulsary cducarion. public
health, social security. social assistance, employment promotion, poverty reduction, disaster
prevention and seduction, public safety, basic suicnce and leating edge technology as well as
social welfare technological vesearch and national defence are the yovenunent’s coacnitnent and
governments at vanous le.¢ls shali practically tuiiil the tunctions and Jo everytling tc cumplete
them by using public resources.

The requitements propossc this plan susa as scbpaat ‘wuctionar divisiv ., weotogical
environmenial protecuon, resoaice management, intellectual piopiaty rights protection, income
distribution regulation, market rconontic order mantenance, lhe prople’s legal rights ara interests
safeguard 2nd social construction and managemeiit are mainly implemented by legal means such
as completing laws and regulations and incieasing the sircogth f }aw enforcement associated with
£Conomic e2ns. .

The reform 1ask determined in this plan i3 the government's iraporiani responsibiiiues and must be
placed in the important position ¢ the goveramen, wock. It is recessary o steagthen the overall
guidance and unified planning and coordinalion for the retorm, decompose the 1etenn tasks into
and related departments, lose 1o time to push then forward and promptly determine the tried and
true reform measures using the form of laws, rules and regulations and systems.

Chapter 47 Adjust and Iniprove Ecunomic Policy

In the principle that the public finance is subriitted to and s=rves the public poiwy and in
accordance: with that the key point of the public finance ailocatiou shall twm to providing equal
basic public service for the whole people, rutionally divide iutergoveruncatzl dutes and
responsibililies and rationaliy c'efine the scope of fiscal expenditire. The preferrcd fiz!ds of public
finance budget anangenkent are: wura: compulsons sducation and puslic heakh, rurai seience and
technology rausfer, vocaiianzl eication, wurai labour focce fraing enl gpromotion,




social sceurity, poverty reducsicn. family plarnag, disesie <niion and redustion. public
safety, public culture. basic science and leading edge trchanisg: as well as sociel welfare
technologivai research, geologica! exploralion for energy znd important mincraj resource,
pollution prevention and cantinl, ecological protection, resource management and naticnal safety
etc. the kev suppoerted reginns are: restrictedd develapment zon: and prohibited devﬁopr\cn( zone,
Central ans? West Regions iandd sspecizily old -evointionary base 2 2. minority nationatity regions,
border areas. puverty shicken arcas. Three Gorges Reservoir area and resource depletion cities etc.

Sufficientiv exert the regulation action of tax rzvenues, comp ard formulate the 1nx policies
that encourage the construction of resource saving and envirormentally friendly sociely, promote
employment aud reemployment, promote scientific and technolcgical developmert. reinforce
independent innovation cap.xhllly promote cultisal system refcan and the sound deveiopment of
equipment :nanufactuiing industey g other indusiries.

According to the principle cf concentraung sociatist etforts to ceal with great events.  gradually
increase the scaie of the Central Govenument’s investnient on 1he basis of econamic development
and financial capability increase. Improve the govemument ivesument managenent system,
integrate gavermument investincrn, improve itvesonent mode avd swengthen project sapervision
and managemen;.

Strengthen and improve iacustial policy work. reinforce the unified pianning for domestic
industry divelopimen: and torsst investment mtroduction, swengtiten the cooperation of the
policies in credit. land, enviromental protection, safety and science and technoiogy with the
industrial policy and use economic means 10 promote the develonment of indusnies. Swengthen
the support for the weak links of high tech industries and ¢quipment manufaciuring industry,
mainly support rescarch and development and foster core competitive power. According to the
principle of appropriate tightness, rcgulate and control the scale of high crevgy consuption
industries and contiol the blind expansion of production cagac.y. According to the principle of
guiding industries ¢ develop in goups and reducing trans-arsional laege ¢calerd resource
mobilization, optimize industry laycut aad promote the indusuics that mainly use sea route to
import resources to be arranged in the coastal regions and the idustries that mainly use domestic
resources and land route to import rescurces to be arranged in the major central and west
development regions. hinplesseal hrand strategy and sipport the brg enterprises that possess
independeni intellectual property rigiits and well known brands and strong compctitive power to
become (rans-national companics. Implement the medium and small enterprises 2wth project.
Legally ¢liminate the backward piocesszs and iochniques an! cicse down the enterprises that
destruct resonrces, pollute environnent and do o have the conition; for safety produstion.

Special Column 18: Key I'ields Supported by the Centat Government Investment

New village and Lasie runal compubon o uxcation. url labes fir:s transfer anc emzboynen:, oudlic health and
basic medical servize xymw Crinking weus sately raal oad. maah v o reIcwebne caery 1aues, rnadd powar gnd. nal oublic calture,
high quality grain icusiry pmject. soil fertilization (rojOct, vegetatidn pORXHON ProiEst, iTsiation Tea CONSTUrbOn. A 1mial enidemic prevention
system and crop production and livesiack breed iy fine breed project e

Public service: compuliony eduvation. stvaniany wxainaal ednanon 12007 force sxill tnining. NG disease prevention 3nc Lieatnent system,

Frassroons public her 1. shc-al sl ase. LY Cuiiue ¢ s frvlitien dnlranatar: of R 1 sezutily angans. gresedinacis! organs: people's
courts and juslice APATITANL. @nployreat sernce. cormarty sorvice, food and dneg ated suprvition s eamgeme 1 ficilities. slety
production supcrvisien and. caal mine ity gipe faciiies and soqposting sysion. lied 1100, weather and ke etc disaster
prevention and Adiaiion. cwal Culluiyg schl - Ll Baough mkaaion 7 poseity dricken areas,

1 envirvienial entesiae and rearedistion,
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Chapter 48 Improve the Planning and Managenent Svstem

Strengthen the unified planning and coordination. Continue to hanaie well the balauce hetween the
total demand and total supply and particularty strengthen the svstem coordination, planning
coordination and policy coordination. Unifiediv »lan and coorcwate the policy ohjective and
policy means, well carry out the cooperation betwsen financial policy. monetary policy. mdustrial
policy, regional policy. social policy and political achievemen! evzluation and prevent national
policy departmentalization. Unifiedly plan and ccordinaic long iym development and short term
develop. Near term incasures shall be conducive to resolving the long term difficultv. system
reform, policy formulation, iavzstment arrangement and develoywent speed deterniination shall
sufficiently consider sustainabilily and preveut from being impatient for success.

Reforin planning and management systeis, impiove scientfic and democratized compilation
procedure and form the unified and linking planning system comtranded by the national economy
and social deveiopment plarning and with clear orientation ot viious plans and complementary
functions. Deepen and constlidate urban planring. land use planuug, envirouncutai protection
planning and special planning for grain. energy sud traffic e1c. cn.ipile national priviary function
division planning and define the range, functional vrientation, dev.iopraent direciion and vegional
policies fo. the primary fictional areas. Suengtien regional planning work and comgile the
regional planning form some primary functiona! arcas. Reform und compicte local plarning and
deepen city and country plannirg system reform.

The obligatory indicutors determined in this plan has legai force und should be incorporated all
regions and al! departments’ comprehensive evaluation and performance evaluation for economic
and social developmeit. The obligatory indizate:s shall be do sed inio relsted depsriments
and the indicators such as farmiand reteation guantity, reducticr »f erergy consumplion per unit
gross domestic product ww reduct:on of lotul dischaige cf or pollutanis ¢ should be
decompased into all provivwes, autonomous regions and munticy. zives ditecidy under the Cenval
Governmieal.

Related departinent of the State Cowicil shall strengthen the il analysis for the unpierazniation
of this plan and receive the supervision and inspection ot the unpiementation of the plan by the
National People’s Congress ana its Standing Conunitiee.

In the mid-phase of the implementation of this pian, it is nccessary 1o carry out interim evaluation
for the implementation of the plan. The interimi evaluation repert should be submitted to the
Standing Committee ol the: Wadonal People's Congress for deliberation. When it is necessary ©
revise this plan atler the intcrim cvaluation, it should be reponed te ihe Starnding Commuttee of the
Nationat People’s Congress vor approval.

Maintain the long term prosperity and stability af Hong Kong and Macao. Continue 'o steadfastly
implement the policy of "nne couatry. two systems”, Hong Kane People governing Hong Kong,
Macao People geverning Macao and u nigh degree of autonoww. vindle things in sirict coaformity
with the Basic Law of speci:| administrative region, strengthen and push the exchange and
couperalion between Mainland and Hong Kong and Macso in ihe fields of cconoray end wade,
science and education, cu'ture, health and sports etc, centinue o implement the closer economic
and trade relation arrangement between the Mainiand and Hong Kong and Macao and strengthen
the cooperation between the “ainland and Fong Xong and Macio in infrastructurai construction,
industrial davelopmen:, revource utitization and eivironmentsl prosection. Support Hong Kong to
develop the service indus such as linance, munenial cicculzion. tourizin and interxation and
maintain Hong Kong's cerire position in intemational finance. trade and maritisme navigation.
Support Macao to develop service industrics such as tourism ¢ promote -the nioderate and
pluralistic acvelepment of tacac’s ecoromy
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Taiwan is the inseparable <acrad territory of the Tzople’s Kers!
development of crose-strait rofations and the gree! cause of prace{ul reunification. expand cross-
strait econcinic, cultnal. seientific and technological and e onal exchenge & visits back
and forth by individuals, niintain the legitimate vights and inferests of Taiwan comparriots, push
ahead the direct. two-way 7nd comnless "Three Links", promote th2 sstablishiment of stable cross-
strait ecoromic and (rade cooperation mechanism, promote the development of cross-strait
relations and mair.tain the pezce and stability in Triwan Strait.

= »f China. We shouis push the

The Eleventh Five-Year Piun is the imporiant plan in tae crogress of building a well-
off socicty in an all round way. The people of all ethnic groups in the couniry shall,
under the leadership of the Comununist Party of China, be closely united around the
Central Cornitiee of the Party led by General-Secretary Hu Jirtac. bold high the banner of Deng
Xiaoping Theory and cany ot the important thoughts of “ fhiree Represents”. comprahensively
implement the scientifi: concept of development. enliven our sourit, do a solid job. be enterprising
and forge ahead triumphantts and strive for the realization of tue i:leventh Five-Yeur Plan and the
magnificent abjective of baiding a well off saciety in an ail round way (end).
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Arrckment 19

Order of the State Development Planning Commission of the People’s Republic

of China
(No.11)

The Catalog of Pricc Regulated by the State Development Planning Commission and
Other Department under the State Council has been approved by the State Council
and is hereby promulgated, and shall go into effect on Aug.1, 2001.

Commissioner-in-Chief of the SDPC: Zeng Peiyan

July 4, 2001

The Catalog of Price Regulated by the State Development Planning Commission
and Other Department under the State Council

Number

Category of Goods or Services

Goods or Services of Regulated Price

Important central reserve goods
and materials;

Purchasing price and marketing price of
reserve food, edible vegetable oil
(material), and cotton; bid base price of
reserve sugar; cx-factory price and
ex-warehouse price of reserve rock oil;
warehousing price and ex-warehouse
price of reserve fertilizer; purchasing
price and marketing price of reserve silk

Tobacco leaves, salt and civil
explosion equipments under statc
monopoly

Purchasing price of tobacco leaves;
ex-factory price and wholesalc price of
salt; base ex-factory price and its
floating range of civil explosion
cquipments

Some fertilizer

Base cx-factory price and its floating
range, and port settling price




Ex-factory price (port price) of
anesthetics, first-class psychotropic,
prevention and immunity

4 Some important pharmaceutical . .
po pha uhica pharmaceutical, prophylactic and
contraceptive, retail price of other
pharmaceutical
. . it price of int s and i
s Teaching material Un 11. price of the printed pages and its
floating range
6 Natural gas Ex-factory price
Wat lies of central . _— .
ater suppries of cenfra or Ex-reservoir (beginning of the ditch) -
7 trans-provincial water rice
conservancy P
Price of electrical power of the
transmission-line system that hasn’t
8 Electric power adopted competitive price
Distribution price of electrical power
9 Military materials Ex-factory price
Charges of pipeline transport and
sundries; port charges; transport price of
L civil aviation and discount range
Important communication and . . R ;
10 . (including airport charges); price of
transportation . .
railway passenger transport and freight
transport; and charging standards for
sundries
11 Basic postal services Rates
12 Basic telecommunication services | Rates
Financial settlement
and transaction Base price and its floating range
services
Important
13 special
services | Engineering prospect

and design services

Base price and its floating range

Some intermediary
services

Charging standards




Price Regulation
Departments

Remarks

The State Development
Planning Commission
jointly with relevant
departments

The scope of price regulation shall include the price of central
reserve food, central reserve edible vegetable oil (material),
central reserve cotton, sugar, silk, central reserve rock oil,
finished oil, central reserve fertilizer, etc reserved by enterprises
that undertake central rescrve tasks

The State Development
Planning Commission
jointly with relevant
departments

The quasi purchasing price of tobacco leaf shall be fixed by the
State Development Planning Commission jointly with the State
Tobacco Monopoly Bureau; other levels of price of specific kind
of tobacco shall be fixed by the State Tobacco Monopoly Bureau
jointly with the State Development Planning Commission, the
scope of salt price regulation shall include fixed salt production
enterpriscs and salt wholesale enterprises; the scope of price
regulation of civil explosion equipments shall include all
production enterprises of the civil explosion industry

The State Development
Planning Commission

The scope of price regulation shall include the ex-factory base
price and its floating range of the urea, ammonium nitratc
produced by large scale nitrogenous fertilizer enterprises of
which the production capacity of synthetic amunonia is more
than 300,000 tons per year; the port settling price of fertilizer
imported by enterprises that have operation qualification
according to central import quota

The State Development
Planning Commission

The scope of price regulation shall include the pharmaceutical
listed in the state basic medical insurance pharmaceutical catalog
and other little special pharmaceutical of which the production
and operation arc monopolized, State Development Planning
Commission Price (2000) No. 2141 State Development Planning
Commission Catalog of Fixed Price Pharmaceutical

The State Development
Planning Commission

The scope of price regulation shall include the price of teaching
material of secondary and primary schools, and of junior
colleges and technical secondary schools, the quasi price and its
floating range of printed pages set by the State Development
Planning Commission; the unit price of printed pages of and the
retail price of textbooks of secondary and primary schools set by
the departments in charge of price at the provincial levels
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The State Development
Planning Commission

The scope of price regulation shall include the price of the
natural gas of overland pools

The State Development
Planning Commission

The scope of price regulation shall include the rescrvoirs, ditches
and riverways directly under the central authority and those
across the provinces

The State Development
Planning Commission

The scope of price regulation shall include the electrical power
quantity of independent electricity generating enterprises that
haven’t adopted the competitive price and that are dispatched
uniformly by the transmission-line system of electric power at
the provincial level and above, the price of electrical power of
the transmission-line system shall be formed through market
competition and the government shall no longer examine and
approve it after the reform of electrical power system

The State Development
Planning Commission

The scope of price regulation shall include the electrical power
sold from the transmission-line system at the provincial level and
above, the government shall mainly supervise the price of
high-tension transmit electricity and the price of low-tension
distributed electricity

The State Development Planning Commission

The State Development
Planning Commission

The scope of price regulation shall include the equipments and
matching products used by the armed forces, army provisions
(price of military supplies and allowance settlement price), the
price catalog of finished oil used by the armics shall be
promulgated separately

The State Development
Planning Commission
jointly with relevant
departments

The scope of price regulation shall include state railways,
railways of joint venture (joint cooperation) in which the state
occupies the holding position; the charges of major ports along
the coast and the Yangtse River and all ports opened to the
outside world, airports for civil use, and airports for
army-civilian use; transport price of domestic air lines and the
part of international air lines within China; sundries of domestic
pipe transport and the loading charges, oil storage charges,
transfer handling charges related to pipe transport

The State Development
Planning Commission

The rates of basic postal services include the price of the service
of letters, postcards, printed matters, packages, issuance of
newspapers and periodicals, postal exchange, express delivery
and confidential letters
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The Ministry of
Information Industry

The rates of basic telecommunication services include the price
of the services of fixed net long distance phone calls and local
phone calls, mobile phone calls, etc, the Ministry of Information
Service shall ask for the opinions of the State Development
Planning Commission in advance when formulating the policies
on the rates of communication and information service, the
reform schemes and the charging standards for communication
services

The State Development
Planning Commission

The scope of price regulation shall include the settlement
handling charges of various commercial banks and non-bank
financial agencies, the transaction handling charges and scat
charges of national security transaction agencies, the seat charges
of China Foreign Exchange Transaction Center, etc, and shall not
include the interest rates and exchange rates

The State Development
Planning Commission
jointly with relevant
departments

The scope of price regulation shall include the prospect, design,
and relevant technical services of the investment and
construction programs undertaken by the engineering prospect
and design units

The State Development
Planning Commission

The intermediary services shall adopt government regulation
price, government reference price and market adjusting price
separately according to the different circumstances, the
compulsory services such as testing, authentication, notarization,
monopoly arbitration shall adopt government regulated price; the
services of inadequate competition such as evaluation, agent,
certification, bidding, etc shall adopt government rcference price,
and the Measures for Administration of Intermediary Service
Charges [State Development Planning Commission Price
No0.2255 (1999)] shall be carricd out in specific implementation

Explanations:

1. The basc price and its floating range, the charging standards and its floating range
listed in the column “Goods or Services of Regulated Price” of this Catalog refer
to the government reference price, and the others refer to the government

regulated price.

Charges of state administrative departments, the price of base oil, finished oil and
the urban land base price shall be regulated according to relevant provisions.

2. The prices of goods or services that are provided by laws and regulations and that
arc regulated by the State Development Planning Commission based on the
authorization of the State Council according to changes in the market shall come
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into this Catalog automatically. For the goods and services that are licensed for
the purchasing party or the selling party, the State Development Planning
Commission shall regulate the price when pricing dispute arise. The goods (or
services) that are set for the purpose of safety or environment protection
according to the provisions of relcvant laws and regulations of the State shall be
regulated by the State Development Planning Commission.

According to the provisions of Article 19 of Price Law, the depanments in charge
of price of the people’s governments of all provinces, autonomous regions,
municipalities directly under the Central Government shall formulate the local
price regulation catalogs within the scope provided in Article 18 of Price Law.
The local regulated price catalogs shall include two parts: 1) The categories listed
in this Catalog shall be listed in the local regulated price catalogs at the same time,
and the price regulation departments of the State Council shall be indicated.
Among the goods listed in the central price regulation catalog, the price
department of the State Council shall only formulate the price of the
representative goods, and the price of those non-representative goods shall be
formulated by localities according to the price regulation catalog. 2) The price of
local goods and services that are in accordance with the requirements for
government reference price and government regulation price provided in Article
18 of the Price Law may be listed in the local price regulation catalogs.
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Order of the State Development Planning Commission of the People’s Republic

of China
(No.11)

The Catalog of Price Regulated by the State Development Planning Commission and
Other Department under the State Council has been approved by the State Council
and is hereby promulgated, and shall go into effect on Aug.1, 2001.

Commissioner-in-Chief of the SDPC: Zeng Peiyan

July 4, 2001

The Catalog of Price Regulated by the State Development Planning Commission
and Other Department under the State Council

Number Category of Goods or Services

Goods or Services of Regulated Price

1 Important central reserve goods
and materials;

Purchasing price and marketing price of
reserve food, edible vegetable oil
(material), and cotton; bid base price of
rescrve sugar; ex-factory price and
ex-warchouse price of reserve rock oil; -
warehousing price and ex-warehouse
price of reserve fertilizer; purchasing
price and marketing price of reserve silk

Tobacco leaves, salt and civil

Purchasing price of tobacco leaves;
ex-factory price and wholesale price of

2 explosion equipments under state | salt; base ex-factory price and its
monopoly floating range of civil explosion
equipments
. Basc ex-factory price and its floatin;
3 Some fertilizer P 8

range, and port settling price
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Ex-factory price (port price) of
ancsthetics, first-class psychotropic,
prevention and immunity

4 Some important ph ceutical . .
ome important pharmaceufica pharmaceutical, prophylactic and
contraceptive, retail price of other
pharmaceutical
. . it price of the printed and its
5 Teaching material Un !t price of fhe printec pages
floating range
6 Natural gas Ex-factory price
Wat lies of central . A .
ater SUPP IC.S ot central or Ex-reservoir (beginning of the ditch)
7 trans-provincial water rice
conscrvancy p
Price of electrical power of the
transmission-line system that hasn’t
8 Electric power adopted competitive price
Distribution price of electrical power
9 Military materials Ex-factory price
Charges of pipeline transport and
sundries; port charges; transport price of
L civil aviation and discount range
Important communication and . . . .
10 K (including airport charges); price of
transportation . .
railway passenger transport and freight
transport; and charging standards for
sundries
11 Basic postal services Rates
12 Basic telecommunication services | Rates
Financial settlement
and transaction Base price and its floating range
services
Important
13 special
services | Engineering prospect

and design services

Base price and its floating range

Some intermediary
services

Charging standards
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Price Regulation
Departments

Remarks

The State Development
Planning Commission
jointly with relevant
departments

The scope of price regulation shall include the price of central
reserve food, central reserve edible vegetable oil (material),
central reserve cotton, sugar, silk, central reserve rock oil,
finished oil, central reserve fertilizer, etc reserved by enterprises
that undertake central reserve tasks

The State Development
Planning Commission
jointly with relevant
departments

The quasi purchasing price of tobacco leaf shall be fixed by the
State Development Planning Commission jointly with the State
Tobacco Monopoly Bureau; other levels of price of specific kind
of tobacco shall be fixed by the State Tobacco Monopoly Bureau
jointly with the State Development Planning Commission, the
scope of salt price regulation shall include fixed salt production
enterprises and salt wholesale enterprises; the scope of price
regulation of civil explosion equipments shall include all
production enterprises of the civil explosion industry

The State Development
Planning Commission

The scope of price regulation shall include the ex-factory base
price and its floating range of the urea, ammonium nitrate
produced by large scale nitrogenous fertilizer enterprises of
which the production capacity of synthetic ammonia is more
than 300,000 tons per year; the port settling price of fertilizer
imported by enterprises that have operation qualification
according to central import quota

The State Development
Planning Commission

The scope of price regulation shall include the pharmaceutical
listed in the state basic medical insurance pharmaceutical catalog
and other little special pharmaceutical of which the production
and operation are monopolized, State Development Planning
Commission Price (2000) No. 2141 State Development Planning
Commission Catalog of Fixed Price Pharmaceutical

The State Development
Planning Commission

The scope of price regulation shall include the price of teaching
material of secondary and primary schools, and of junior
colleges and technical secondary schools, the quasi price and its
floating range of printed pages set by the State Development
Planning Commission; the unit price of printed pages of and the
retail price of textbooks of sccondary and primary schools set by
the departments in charge of price at the provincial levels




The Statec Development
Planning Commission

The scope of price regulation shall include the price of the
natural gas of overland pools

The State Development
Planning Commission

The scope of price regulation shall include the reservoirs, ditches
and riverways directly under the central authority and those
across the provinces

The State Development
Planning Commission

The scope of price regulation shall include the electrical power
quantity of independent electricity generating enterprises that
haven't adopted the competitive price and that are dispatched
uniformly by the transmission-line system of electric power at
the provincial level and above, the price of clectrical power of
the transmission-line system shall be formed through market
competition and the government shall no longer examine and
approve it after the reform of electrical power system

The Statc Development
Planning Commission

The scope of price regulation shall include the clectrical power
sold from the transmission-line system at the provincial level and
above, the government shall mainly supervise the price of
high-tension transmit electricity and the price of low-tension
distributed electricity

The State Devclopment Planning Commission

The State Development
Planning Commission

The scope of price regulation shall include the equipments and
matching products used by the armed forces, army provisions
(price of military supplies and allowance settlement price), the
price catalog of finished oil used by the armies shall be
promulgated separately '

The State Development
Planning Commission
jointly with relevant
departments

The scope of price regulation shall include state railways,
railways of joint venture (joint cooperation) in which the statc
occupies the holding position; the charges of major ports along
the coast and the Yangtse River and all ports opened to the
outside world, airports for civil use, and airports for
army-civilian usc; transport price of domestic air lines and the
part of international air lines within China; sundries of domestic
pipe transport and the loading charges, oil storage charges,
transfer handling charges related to pipe transport

The State Development
Planning Commission

The rates of basic postal services include the price of the service
of letters, postcards, printed matters, packages, issuance of
newspapers and periodicals, postal exchange, express delivery
and confidential letters




PUBLIC

The Ministry of
Information Industry

The rates of basic telecommunication services include the price
of the services of fixed net long distance phone calls and local
phone calls, mobile phone calls, etc, the Ministry of Information
Service shall ask for the opinions of the Statc Development
Planning Commission in advance when formulating the policies
on the rates of communication and information service, the
reform schemes and the charging standards for communication
services '

The Statc Development
Planning Commission

The scope of price regulation shall include the settlement
handling charges of various commercial banks and non-bank
financial agencies, the transaction handling charges and seat
charges of national security transaction agencies, the seat charges
of China Foreign Exchange Transaction Center, ¢tc, and shall not
include the interest rates and exchange rates

The State Development
Planning Commission
jointly with relevant
departments

The scope of price regulation shall include the prospect, design,
and relevant technical services of the investment and
construction programs undertaken by the engineering prospect
and design units

The State Development
Planning Commission

The intermediary services shall adopt government regulation
price, government reference pricc and market adjusting price
separately according to the different circumstances, the
compulsory services such as testing, authentication, notarization,
monopoly arbitration shall adopt government regulated price; the
services of inadequate competition such as evaluation, agent,
certification, bidding, etc shall adopt government reference price,
and the Measures for Administration of Intermediary Service
Charges [State Development Planning Commission Price

*| No.2255 (1999)] shall be carried out in specific implementation

Explanations:

1. The base price and its floating range, the charging standards and its floating range
listed in the column “Goods or Services of Regulated Price” of this Catalog refer
to the government reference price, and the others refer to the government

regulated price.

Charges of state administrative departments, the price of base oil, finished oil and
the urban land base price shall be regulated according to relevant provisions.

2. The prices of goods or services that are provided by laws and regulations and that
are regulated by the State Development Planning Commission based on the
authorization of the State Council according to changes in the market shall come
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into this Catalog automatically. For the goods and services that are licensed for
the purchasing party or the selling party, the State Development Planning
Commission shall regulate the price when pricing dispute arise. The goods (or
services) that are set for the purpose of safety or environment protection
according to the provisions of relevant laws and regulations of the Statc shall be
regulated by the State Development Planning Commission.

According to the provisions of Article 19 of Price Law, the departments in charge
of price of the people’s governments of all provinces, autonomous regions,
municipalities directly under the Central Government shall formulate the local
price regulation catalogs within the scope provided in Article 18 of Price Law.
The local regulated price catalogs shall include two parts: 1) The categories listed
in this Catalog shall be listed in the local regulated price catalogs at the same time,
and the price regulation departments of the State Council shall be indicated.
Among the goods listed in the central price regulation catalog, the price
department of the State Council shall only formulate the price of the
representative goods, and the price of those non-representative goods shall be
formulated by localities according to the price regulation catalog. 2) The price of
local goods and services that are in accordance with the requirements for
government reference price and government regulation price provided in Article
18 of the Price Law may be listed in the local price regulation catalogs.
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Law of the People’s Republic of China on Foreign-funded Enterprises
Promulgation date: 10-31-2000
Effective date: 10-31-2000
Department: STANDING COMMITTEE OF THE NATIONAL PEOPLE'S CONGRESS
Subject: ENTERPRISES WITH FOREIGN INVESTMENT

Order of the President of the People’s Republic of China
(No.41)

The Decision of the Standing Committee of the National People’s Congress on Modifying the Law
of the People’s Republic of China on Foreign-funded Enterprises, which was adopted at the 18th
Meeting of the Standing Committee of the Ninth National People’s Congress on October 3 1, 2000,
is hereby promulgated and shall come into force on the day of promulgation.

Jiang Zemin, President of the People’s Republic of China
October 31, 2000

Law of the People’s Republic of China on Foreign- funded Enterprises

(Adopted at the 4th Meeting of the Sixth National People's Congress on April 12, 1986, amended
in accordance with the Decision on Modifying the Law of the People’s Republic of China on
Foreign-funded Enterprises adopted at 18th Mecting of the Standing Committee of the Ninth
National People’s Congress on October 31, 2000, and promulgated by Order No. 41 of the
President of the People’s Republic of China on October 31, 2000)

Article 1. With a view to expanding economic cooperation and technical exchange with foreign
countries and promoting the development of China's national economy, the People's Republic of
China permits foreign enterprises, other forcign economic organizations and individuals
(hereinafter collectively referred to as "foreign investors”) to set up foreign-funded enterprises in
China and protects the legitimate rights and interests of such enterpriscs. ‘

Article 2. As mentioned in this Law, "foreign-funded enterpriscs” refers to those enterprises
established in China by foreign investors, exclusively with their own capital, in accordance with
relevant Chinese laws. The term does not include branches set up in China by forcign enterprises
and other foreign economic organizations.

Article 3. Foreign-funded enterprises shall be established in such a manner as to help the
development of China's national economy. The state cncourages the establishment of

foreign-funded enterprises that export their products or have advanced technologies.

Provisions shall be made by the State Council regarding the lines of business which the state
forbids foreign-funded enterprises to cngage in or on which it places certain restrictions.

Article 4. The invesiments of a foreign investor in China, the profits it carns and its other lawful
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rights and interests arc protected by Chinese law.

Foreign-funded enterprises must abide by Chinesc laws and regulations and must not engage in
any activities detnmental to China’s public interest.

Article 5. The state shall not nationalize or requisition any foreign-funded enterprise. Under
special circumstances, when public intcrest requires, foreign-funded cnterprises may be
requisitioned by legal procedures and appropriate compensation shall be made.

Article 6. The application to establish a forcign-funded enterprise shall be submitted for
examination and approval to the department under the State Council in charge of foreign trade and
economic cooperation, or to any other agency authorized by the State Council. The authorities in
charge of cxamination and approval shall, within 90 days from the date it receives such
application, decide whether or not to grant approval.

Article 7. After an application for the establishment of a forcign-funded enterprises has been
approved, the foreign investor shall, within 30 days from the date of receiving a centificate of
approval, apply to the industry and commerce administration authority for registration and obtain
a business license. The date of issuance of the business license shall be the date of the
establishment of the enterprise.

Article 8. An enterprise with foreign capital which meets the conditions for being considered a
legal person under Chinese law shall acquire the status of a Chinese legal person, in accordance
with the law.

Article 9. A foreign- funded enterprise shall make investments in China within the period approved
by the authoritics in charge of examination and approval. If it fails to do so, the industry and
commerce administration authority may cancel its business license.

The industry and commerce administration authority shall inspect and supervise the investment
situation of a foreign-funded enterprise.

Article 10. In the event of a split, merger or other major change, a foreign-funded enterprisc shall
report to and seek approval from the authoritics in charge of examination and approval, and
register the change with the industry and commerce administration authority.

Article 11. Foreign-funded enterprises shall conduct their operations and management in

accordance with the approved articles of association, and shall be frce from any interference.
Article 12. When employing Chinesc workers and staff, a forcign-funded enterprise shall conclude
contracts with them according to law, in which matters concerning employment, dismissal,

remuneration, welfare bencefits, labor protection and labor insurance shall be clearly prescribed.

Article 13. Workers and staff of a foreign-funded cnterprise may organize trade unions in
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accordance with the law so as to conduct trade union activities and protect their lawful rights and
nterests.

The enterprises shall provide the necessary conditions for the activities of the trade unions in their
respective enterpriscs.

Article 14. A foreign-funded enterprise must set up account books in China, conduct independent
accounting, submit the financial reports and statements as required and accept supervision by the
financial and tax authorities.

If a foreign-funded enterprise refuses to keep account books in China, the financial and tax
authorities may impose a fine on it, and the industry and commerce administration authority may

order it to suspend opcrations or may revoke its business license.

Article 15. Within the approved scope of the operations, foreign-funded enterprises may,
according to the principles of faimess and reason, purchase raw and semi-processed materials,
fuels and other materials they need either in China or from the world market.

Article 16. Foreign-funded enterprises shall apply to insurance companies in China for such kinds
of insurance coverage as are needed.

Article 17. Foreign- funded enterprises shall pay taxes in accordance with relevant state provisions
for tax payment, and may enjoy preferential treatment for reduction of or exemption from taxes.

A foreign-funded enterprise that reinvests in China its profits after paying the income tax, may, in
accordance with relevant state provisions, apply for refund of a part of the income tax already paid
on the reinvested amount.

Article 18. Foreign-funded enterprises shall handle their forcign exchange transactions in
accordance with the state provisions for foreign cxchange control.

Foreign-funded enterprises shall open an account with the Bank of China or with a bank
designated by the state agency exercising foreign exchange control.

Article 19. Foreign investors may remit abroad profits that arc lawfully carncd from a
foreign-funded enterprise, as well as other lawful camings and-any funds remaining after the
enterprise is liquidated.

Wages, salarics and other legitimate income earned by foreign employees in a foreign-funded
enterprise may be remitted abroad after the payment of individual income tax in accordance with
the law.

Article 20. With respect to the term of operations of a foreign-funded cnterprise, the foreign

investor shall report to and secure approval from the authorities in charge of examination and
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approval. For an extension of the term of operations, an application shall be submitted to the said
authoritics 180 days beforc the expiration of the period. The authorities in charge of examination
and approval shall, within 30 days from the date such application is received, decide whether or
not to grant the extension.

Article 21. When terminating its operations, a foreign-funded enterprise shall promptly issuc a
public notice and proceed with liquidation in accordance with legal procedure.

Pending the completion of liquidation, a foreign investor may not dispose of the assets of the
enterprise except for the purpose of liquidation.

Article 22. At the termination of operations, the foreign-funded enterprisc shall nullify its
registration with the industry and commerce administration authority and hand in its business
license for cancellation.

Article 23. The department under the State Council which is in charge of foreign economic
relations and trade shall, in accordance with this Law, formulate rules for its implementation,

which shall go into effect after being submitted to and approved by the State Council.

Article 24. This Law shall go into effect on the day of its promulgation.
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Law of the People’s Republic of Chins on Foreign-funded Enterprises
Promulgation date: 10-31-2000
Cffective date: (0-31-2000
Department: STANDING COMMITTEE OF THE NATIONAL PEOPLE'S CONGRESS
Subject: ENTERPRISES WITH FOREIGN INVESTMENT

Order of the President of the People's Republic of China

(No.4l)

The Decision of the Standing C intee of the National Peopte’s Congress on Modifying the Law

of the Peopie’s Republic of China on Foreign-funded Enterprises, which was adopted at the | 8th
Aecting of the Standing Ct ittee of the Ninth Nationat Peopte’s Congress on October 31, 2000,

is hereby promulgated and shall come into force on the day of promuigation.

Jiang Zemnin, President of the People’s Republic of China
Octaber 31. 2000

Law of the People’s Republic of China on Foreign-funded Enterprises

(Adopted ot the 4th Meeting of the Sixth National Peopte’s Congress on April 12, 1986, amended
in d with the Decision on Modifying the Law of the People’s Republic of China on
Foreign-funded Enterprises adopted at |8th Meeting of the Standing C iuee of the Ninth
National People's Congress on Octobes 31, 2000, and promulgated by Order No. 41 of the
President of (he People's Republic of China on October 31, 2000)

Article 1. With a view to expanding ic cooperation and ical exchange with foreign
countries and p ing the develop of China's national y, the People's Republic of
China permits forcign enterprises, other forcign ic organizati and i

(hereinafier collectively referved to as “foreign investors”) o set up (oreign-funded enterprises in
China and protects the legitimate rights and interests of such enterprises.

Asticle 2. As mentioned in this Law, “foreign-funded enterprises” refers to those enterprises
established in China by foreign investors, exclusively with their own capital, in accordance with
relcvant Chinese laws. The term daes not include branches set up in China by fareign enterprises
and other foreign economic organizations.

Article 3. Foreign-funded enterprises shall be established in such a manner as to help the
development of China's national economy. The state the biish of

foreign-funded enterprises that export their products or have advanced technologies.

Provisions shall be made by the State Council regarding the lines of business which the slate
forbids foreign-funded enterprises o engage in or on which it ploces ceruain restrictions.

Article 4. The investments of a foreign investar in China, the profits it earns and its other lawful




rights and interests are protected by Chinese law.

Forcign-funded enterprises must abide by Chinese laws and regulations and must not engage in
any aclivitics detrimental to China's public interest.

Article 5. The state shall not nationalize ar requisition any foreign-funded enterprise. Under
special circumstances, when public interest requires, foreiga-funded enterprises may be
requisitioned by legal procedures and appropriate compensation shall be made.

Amc!e 6 The application lo establish a foreign-funded enterprise shall be submitted for

and approval to the d under the State Council in charge of foreign trade ond
coonomic cooperation, ¢ to any onu ageacy authorized by the State Council. The authoritics in
charge of examination and approval shall, within 90 days from the date it receives such
application, decide whether or not (o grant approval.

Article 7. After an application for the biish of a fureign-funded enterprises has been
approved, the forcign investor shall, within 30 days from the date of receiving a certificate of
approval, apply (o the industry and commerce administration authorily for registration and obtain
a business license. The date of issuance of the business license shall be the date of the
establishment of the enterprise.

Article 8. An enterprise with foreign capital which meets the conditions for being idered a
legal person under Chinese law shall acquire the status of a Chinese legal person, in accordance
with the law.

Article 9. A forcign-funded enterprise shall make invesiments in China within the period approved
by the authorities in charge of examination and approval. If it fails to do so. the indusiry and
commerce administration authority may cancel its business license.

The industry and commerce administration authority shall inspect and supervise the investment
situation of a foreign-funded enterprise.

Anticte 10. In the cvent of a split, merger or other major change, a foreign-funded enterprise shall
report 10 and seck approval from the suthorities in charge of examination and approval, and
register the change with the industry and commerce administration authofity.

Aniicle 1. Forcign-funded enterprises shall conduct their operations and management in
accordunce with the approved articles of association, and shall be free from any interference.

Article 2. When employing Chinese workers and staff, a foreign-funded enterprise shall conclude
contracts with them according 10 law, in which matiers concerning cmployment, dismissal,
remuneration, welfare benefits, labor p ton and labor i shall be clearly prescribed

Asticle 13. Workers and staff of a foreign-funded enterprise may organize trade unions in
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accordance with the law 5o as Lo conduct trade union activities and protect their lawful rights and
interests.

The enterprises shaf] pravide the necessary conditions for the activities of the trade unions in their
respective enlerprises.

Arlicle 14. A foreign-funded enterprise must set up account books in China. conduct independent
atcounting., submit the financial reports and statements as required and accept supervision by the
financial and Lax authorilles.

{f a foreign-funded enterprise refuses (o keep account books in China, the financial and lox
authoritics may impose a fine on it, and the industy and commerce administration autbority may
order it to suspend operations or may revoke its business license.

Article 15. Within the opproved scope of the operations, foreign-funded enterprises may.
according to the principles of faimess and reason, purchase aw and semi
fuels and other materials they need either in China or from the world market.

Article 16. Foreign-funded enteprises shall apply 1o insurance companies in China (or such kinds
of insurance coverage as are needed.

Article 17. Foreign-funded cnicrprises shall pay taxes in accordance with relevant state provisions
for tax payment, and may cnjoy preferential for reduction of or exemption from taxes.

A foreign-funded enterprise that reinvests in China its profits after paying the income Lax. may. in
d with gcl state provisions, appiy for refund of a part of the income tax already paid
on the reinvested amount.

Anticle 18. Foreign-funded enterprises shall handle their foreign exchange transactions in
occordance with the state provisions for foreign exchange control.

Foreign-funded enterprises shall open an occount with the Bank of Chisa or with a bank
designated by the state agency exercising foreign exchange control.

Article 19. Foreign investors may remit abroad profits that are lawfully eamed from a
forcign-funded cnterprise, as well as other lawful camings and any funds remaining after the
enterprise is liquidated.

Wages, salaries and other legitimate income eamed by foreign employees in a foreign-funded
enterprise may be remitted abroad afier the payment of individual income 1x in accordance with
the law.

Article 20. With respect (o the term of operations of a foreign-funded enterprise, the forcign
investor shall report to and secure approval from the authoritics in charge of examination and
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approval. For an extension of the tcrm of operations, an application shall be submitted 1o the said
authoritics 180 days before the expiration of the period. The authorities in charge of cxamination
and approval shall, within 30 days from the datc such application is received, decide whether or
nol to grant the eatension.

Article 21. When terminating its operations, a foreign-funded enterprise shall promptly issue a
public notice and p d with liquidation in d: with legal procedure.

Pending the complction of liquidation, a foreign investor may not dispose of the assets of the
enterprise except for the purpose of liquidation.

Article 22. At the termination of operations, the foreign-funded enterprise shall nullify its
registration with the industry and commerce administration authority and hand in its business
license for cancellation.

Articte 23. The deparunent under the State Council which is in charge of foreign economic
relations and trade shall. in accordance with this Law, formulate rules for its implementation,

which shall go into effect after being submitted to and approved by the State Council.

Articte 24. This Law shalt go into effect on the day of its promulgation.
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Aracament 15

Law of the People’s Republic of China on Chil Foreign Contractual Joint Venturcs

Prumulgation date: 10-31-2000 Department:  Standing C i of the National Peuple's
Congress
Effective date: 10-31-2000  Subject: Foreign-funded Enlerprises

Law of the People’s Republic of China on Chinese-Foreign Conuactual Joint Venlures

(Adopted at the First Session of the S h National People's Congress, and revised according to
the Decision on Modifying thc Low of the Peoplc’s Republic of China on Chinese-Foreign
Contractual Joint Ventures adopied at the 18th Session of the Standing Committee of the Ninth
National People's Congress on October 31, 2000, and promulgated by Order No.40 of the
President of the People’s Republic of China on October 31, 2000)

Articte |. This Law is formulated 10 expand P and technological exchang
wilh foreign countrics and to promote the joint esiablishment, on the principle of equality and

mutual benefit, by forcign enterpriscs and other ec ic org; oc individuals {her
referred 10 as the forcign party) and Chinese enterprises or other cconomic organizations
(hereinafter referved 10 as he Chinese party) of Chinese-foreign | joint

(hereinafter referred to as contractual joint ventures) within the territory of the People's Republic
of China.

Asticle 2. Tn establishing a contractual joint venture, the Chinese and foreign parties shall, in
accordance with the psovisions of this Law, prescribe in their contractual joint venture contract

such matters as the i or conditions for cooperation, the distribution of ewnings or
products, the sharing of risks and losses, the of vperation and g and the
ownership of the property at the time of the termination of the c ] joint venture.

A contractual joint venture which mcth‘lhe conditions for being considered a legal person under
Chinese law, shall acquire the status of a Chinese legal person in accordance with law.

Article 3. The state shall, according to law, protect the lawful rights and interests of the contractual
joint ventures and of the Chinese and foreign pacties.

A contractual joint venture must abide by Chinesc laws and regulations and must not injurc the
public interests of China.

The relevant stale authorities shali excrcise supervision over the contractual joint ventures
according to law.

Anticle 4, The stule shall encaurage the cstablishment of productive contractual joint ventures that
are export-oriented or cchnologically advanced.
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Article 5. For the purpose of applying for the lish ofa | joint such
documents as the agreement, the contract sod the agticles of association signed by the Chinese and
foreign parties shall be submilted for examination and approval to the department in charge of
foreign economic relalions and trade under the State Council or to the department or local
government aulhorized by the Sute Council (hereinafier referred 10 as the examination and
approval authority). The examination and approval authority shall. within 45 days of receiving the
application, decide whether or not to grant approval.

Article 6. When the application for the bish of a | joint venture is approved,
the parties shall, within 30 days of receiving the certificate of approval, apply w0 the administrative
authorities for industry and commesce for registration and obtain a business license. The date of

of the busi license of a o | joint venture shall be the daie of its establishment.

A contractual joint venture shall. within 30 days of ils establishmendt, carry out tax regislralion
with the tax authorilies.

Article 7. If the Chinese and foreign partics, during the period of operation of their contractual
joint venture, agree through consultation (o make major modifications to the contractual joint
venture contract, they shall report 1o the examinalion and approval authority for approval, if the
modifications include items involving statutory industry and commerce registration or lax
registration, they shall register the modifications with the administrative authorities for industry
and commerce and with the tax authorities.

Article 8. The invesiment or conditions for cooperation contributed by the Chinese and foreign
pasties may be provided in cash or in kind, or may include the right to the use of land, industrial
propenty rights, non-patem technology or other property rights.

Article 9. The Chinese and foreign parties shall, in accordance with the provisions of the laws and
regulations and the agreements in (he contraclusl joinl venture contract, duly fulfil their
obligations of contributing full investroent and providing the conditions for cooperation. In case of
failure to do so within the prescribed time, the administrative authorities for industry and
commerce shall set another lime limit for the fulfilment of such obligations; if such obligations arc
still not fulfilled by the new time limit, the matter shall be handled by the ination and
approval authority and the administrative authoritics for indusiry and commerce according to
relevant state provisions.

The in or conditions for cooperation provided by the Chinese and [oreign pastics shal! be
verified by an accountant registered m China or the relevant authorities, who shall provide a
certificate after verification.

Article 10. If a Chinese or foreign party wishes (0 make an assigement of all or part of its righis
and obligations prescribed in the contraciual joint venture coniract, it must obtain the consent of
the other party or parties and report to the examination and approval authority for approval.

1
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Article 11. A contractual joint venture shall conduct its operational and managerial activitics in
accordance with the approved contract and anticles of association for the contractual joint venture.
The right of a contractual joint venture to make its own operational and managerial decisions shall
nol be inlerfered with.

Article 12. A contractual joint venture shall establish a board of directors or a joint managerial

institution which shall, according (o the contract or the articles of iation for (he |
joint venture, decide on the major issues concerning Lhe venture. If the Chinese or foreign party
assumes the chairmanship of the board of di ot the dir hip of the joint ial
institvtion, (he other pany shall assume the vice-chairmanship of the board or the deputy
directorship of the joint managerial institution. The board of di or the joint ial
institution may decide on the appointment or employment of a peneral manager, who shall take
charge of the daily operalion and 2 of he oo | joint . The generul
manager shail be accountable 1o the board of di ot the joint ial institution.

Ifa | joint afer its blist chooses to entrust a third party with its

operation and management, it must oblain the unanimous consent of Lhe board of directors or the
joint managerial institution, repart 10 the cxamination and approval authority for approval, and
regster the change with the administrative authorities for industry and conunerce.

Article 13. The employment, dismissal, remuacration, welfare, labour protection and labour
insurance, etc. of the sta{f members and workers of a contractual joint venture shall be specified in

tided 4

inac with law.

Article 14. The stafl and workers of a contractual joint venture shall, in accordance with law,
establish their wade union organization W carry out trade union activities and prutect their lawful
rights and interests.

A comtractual joint venture sball provide the necessary conditions for the venwre's trade union o
carry oul its activities.

Article 15. A contractual joint venture must establish its account books within the lerritory of
China, file its ing ding (o rel pravisions and accept supervision by
the financial and lax authorities.

If a contractual joint venture, in violation of the provisions prescribed in the preceding paragraph.
does not establish its account books within the territory of China, the financial and tax authorities
may impose a fine on it, and the administrative authorities for industry and commerce may order it
10 suspend its business operations or may revoke its business license.

Article 16. A conuractual joint venlure shall, by presenting its business license, open a foreign
exchange account with a bank or any other financial institution which is permitted by the
exchange convrol authoritics of the state to cond ions in foreign

5

429



A contraclual joint venture shall handle its foreign exchang ions in dance with the
provisions of Lhe state on {oreign exchange control.

Article 17. A conlractual joint venture may oblin koans from financial institutions within the
territory of China and may also obtain loans outside the tervitory of China.

Loans to be used by the Chinese and foreign pasties as investment or conditions for cooperation,
and their guarantees, sholl be provided by each party an its own.

Asticle 18. The various kinds of insurance coverage of a contractual joint venture shafl be
furnished by insurance institutions within the territory of China.

Anticle 19. A contractual joint venture may. within its approved scope of operation, import
materials it needs and export products it produces. A contractual joint venture may purchase Lhe
raw and processed materials, fucls, cic.nceded, within its approved scope of operation, on the
domestic market or the world market, ding o0 the principles of fai and bl

Article 20. A contractual juint venture shall, in accordance with state provisions on tax, pay taxes
and may enjoy Lhe prefe ial of tax reduction or B

(d

Article 21. The Chinese and foreign parties shall share earnings or products, underiake risks and
losses in accord: with the agr prescribed in Lthe contractual joint venture contract

If, upon the expiration of the period of a venture's opecation, all the fixed assets of the contractual
joint venture, as agreed upon by the Chinese and foreign partics in the contractual joint venlurc
coniract, are to belong to the Chinese party, the Chinese and foreign partics may prescribe in the
contractual joinl venture contract the ways for the foreign party to recoves its investment ahead of
time during the period of the venture's operation. If the foreign party, as agreed upan in the
contractual joint venture contract, & (0 recover its investment prior to the payment of income tax,
it must apply to the financial and lax authoritics, which shall examine and approve the application
in d with state provisions concerning taxcs.

If, according to the provisions of the preceding paragraph, the foreign party is (0 recover its
investment ahead of time during'lhc period of the venture's operation, the Chinese and foreign
panties shall, as stipulated by the relevant laws and agreed in the contractual joint ventuse contract,
be liable for the debts of the venture.

Article 22. After the foreign party has fulfilled its obligations under the law and the contractual
joint venture contract, the profits it receives as it share, its other legitimate income and the funds
it receives as its sharc upon the lermination of the venture, may be remitted abroad according (o
law.

The wages, salaries or other legitimate income earncd by the foreign staff and workers of
conueciual joint ventures, afier the payment of the individual income tox according to law, may be
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remitied abroad.

Article 23. Upon the expiration or termination in advance of the term of a contractual joint venture,

its assets, claims and debts shall be liquidated ding to legal procedures. The Chinese and
foreign parties shall, in 2ccord: with the ag specified in the contraciual joint venture
d ine the hip of the venture's property.

A contractual joint venture shall, upon the expiration or teamination in advance of its term, cancel
its registration with the administrative authoritics for industry and commetce and the lax
authoritics.

Article 24. The period of operation of a contractual joint venture shall be determined through
consultation by the Chinese and foreign parties and shall be clearly specified in the contractual
joint venture contract If the Chinese and foreign parties agree (0 extend the period of operation,
they shall apply to the examination and approval authority 180 days prior to the expiration of the
venture's term. The examination and approval avthorily shall decide whether or not to grant
approval within 30 days of receiving the application.

Article 25. Any dispute between the Chinese and foreign parties arising from the execution of the
conuact or the articles of igtion for a | joint venture shall be settted through
consultation or mediation. [n casc of a dispute which the Chinese or the foreign party is unwilling
10 settle through consuliation or mediation, or of a dispute which they have faited lo settle through
consultation or mediution, the Chinese and forcign pasties may submit it to a Chinese arbitration
agency or any other arbitration agency for arbitution in d with the arbitration clause in

the contractual joint venture contract of a written on arbitrati loded

afterwasds.

The Chinese or foreign party may bring a suit in a Chinese court, if no acbitration clause is
provided in the contractual joint venture contract and if np writlen agreement is concluded
afterwards.

Article 26. The detailed rules for the implemeatation of this Law shall be formulated by the
department in charge of foreiga economic relations and trade under the State Council and reported

to the State Council for approval before imptementalion.

Article 27. This Law shall come into force as of the date of its promulgation.

PuBLIC

!

?‘f ............. I

431




PEARRNBAPASHEEL L (2 0 0 0

2680 : 20001031 XRBHN: LEAARES

SQAM: 20001031 2 B ABRESY

PHEARANRERS

(®Ats)

(EAARRBASREERGXTHY (PEARKANAPASHESERLE) HR
BICHPHARRABMABLEBAARREXLEARALELNARLUTF2000F 1

043188, R¥ % . AW 2ZARERT.

PEARRNBAER IRR

2000%10R318

PRARRNRPAIFEELLE

(1988F4813AMLELRARRKRAEE —R&WHET AE2000%F1
083 1BRAE2AARRRALRGRALE ARV (RTFHR (PEARRNE
BHAEBELLRE) HRE) HE 2000 F 10 4 31 AP ARRNBTLSB 40 B0
#)

B—R RTFARNSHSHENEAZTR RESENCLARELSHARREIA
(UFHSAEEHES ) KRTSERNNER  BPEARRNBR 2L D& RBIFAR
( ATEIHPRAES ) EPARAARBDENPARERE LY ( ATFHREELL), ¥

HREX,

(HXER: FiTRE SYBNX AXeX 2R RHHEN)

432




=& PNSHEREDRERLY FUKATTNRE ELFCLERPHERE
FRAERGE. UETETINIE. RRASHNSE. SEATANSANSHELLLIE
HRUFHEREEN,

AHLIFAPERBRTEARSNATY , WLDRPBRRARS,

(BRER: RAXHBIN BITHE AATL VRO IN XHHH )

®=% E!&iﬁ?%#ﬁﬂﬁ#ﬂ%#tﬂ%%&ﬂ.

ARl ABTPEN &R, 2R, TRARAN S RHU 2 LR ML,

ARAXNXHERSHFLETTEG.

(HRES: REYLE 2N BITEE RIBL XHNN)

NG ERBREHEJINORNBRERXBOE-RAFEL,
(HXES: BITRE KRB BXeX 27 XFHEMH)

BER BHQIAELY  EU[PASEERTHHN 46, RRFIHAAS
RRAGHRIETRBNIFDSRBEVBNNBTRA (A TOHWHELIMENR )W
. FERENXELYARDOR2ZARATERARZEERETEAE,

(HRES: BN 2N RAXBR PITHE AXBR XHRE )

A% QUALCLNPRBUNE AYARBBETN2 BRE +XAGIHT
BRENRGABL ARELAR, SFE2UHBLARER BN AEXUNRAY AK,

SHFRLEYNARYZ ARSHXRBBRFUXNBRFBZ.

(XA SAER 2R BTRE KAV XSHA)

Bth PAGHEEACNMRADBRARHAFELLARFEAREY SXUBOH

ERNXEM  FERGFRERTIBRIZNAL. HSRIZHAAN  SUATHTHIAN

Xx. BHNXHAREREFEL,

433




(BRER: GERR N BB S W FIRE KAV XFEH )

BN% PAAFEORERSRANSHERATUARNE, X9, TREAR. Td
R, FTREAARGY SRR,

(HEES: EHZR 1A REXE 2R STHE KXV WXEN W XHKF )

BA% PASHETELNELR. TRVARREELLARNNIE  MMRTEE
BE. BREFEZANLE. RATATN | & IEITRERILXRVAT . RRRADF
RTe . QTEHROXATHTRMBHR ENARARA LR,

PASFANPERRFBRON SRS APRERHTFREHXNANBTH HRE
o .

(HBAAR: BORK I N B5%L | B VLK I A FITRE ARV WXL (
R XHEW )

B+% PHSERN-FRURTELERUARPRNLBRETINN. LHWQ £
FRHEEAK , FFAVELENRLM.

(X B IR RIAXA6M BiTHE JUWY KHEW)

B+—#% SHECLEMSHENSFLEAR, REBTEEWRID, SEELN
BERBAENFRTY. ‘

(BREE: RUIBIN FT2E ANV XGRE)

F+=% AERLENATNBLREIRATINN KNIFLLAAIHRBY
RE , REQHELINAAAM, PASHEEN-HEEESLNRTE. RagRNLN
TEM  AMSBEEREEK. X, SELRARARBINIRRBESUANAL
RBARAELLNARGEFATE. BRBRRNKELARNRABRRAKNK,

BECLRIFBAABRIAIRELUNANBABEERN LABRBLREREE

434




PUBLIC

BHR-REE  HEFERENRGE  AOQTHTREBAXHDBABRCFE,
(HREH: SRR || STRE SXVL HXEX IR X3EBH)
B+=&% AHCLRINZA. ﬁéiﬂ. M, E@R FHREP. HHARRSEN , &
LB L ARNLRE.
(HBXRE: BITRE RUVY KREGEW)
B+RE AHCUMRIKEIRYIANAE  FRI&ZED  @PRINSEEMS,
At LEUNRCLT AMUHROEDGE.
(RXEH: REXHR2M FITEE SR ZHEW)
B+E%k A#LLAAEPERNQBEIHEN GKRRERESTHISR HREY
RBFNRNER.
SHLUBRURAR , FEPRAARBLITEIN | HRBUGNRTURLNR
IFTRYBNXISBRSFLRLIARAARTLAR, |
(HXEH: SFERIN PTLE &ABL RIHEE)
B+A% AFPLANEBELHNERRNMIEBNXAFSEAT LENETR
EROLMNGIF TALEKP.
SHLINNIEE  KRARAXALCERNRENR,
(HAXREH: HiTRE AV RFER )
B+t& SELLINAPERANLBUBHBEK  ATREPRMA AR,
PASERRERARESERANBRARBA , aEHATMR.
(1XEH: FTHRE ZAVWL REEN )
FHN% SESLNEARKRE HESRRAANRBIDER.

(BXEN: HITHE 2UNL XEWE)




gths SELATHESHENBEZIRA HAOAPLRENVE  HOFDL
£rQrA. SELLESHANSELMAMRNASE. RAFER  RRLTY. &8
NER  TRERAXNTHEEERRTRBR,

(HAXEN: SiTHR XMWY B/XeX | N XaEm)

#B-+i AHERLERERAXEEARRRABREIUNIAY. QENRLER
3.

('iﬂ*ﬁﬁ: BITHE KXV XHHBR )

Bot+-% PHARERBEECLARNNNE FBEREEFR FARRAT
#.

BASFRESELEARTNZAFRAMSHLLNEBRERFBPEASFE
AN IuESERLARPYEIREFEELENARNETORREN M, SFR
LAEYEARAERERATFARNERREN AAOYRESNXBLBE SYRX
B EREARAXRENDNBE AR,

SRR ENRSFEHEAHNBRALITARREN PAAEEELKRARLER
NARBREFLLARNRKENSFELONSRERT,

(HRXRN: $EZR 1M RAXR 2 M SITRE FXRL XHEW )

E-+=% NEAFHERTEMRARANAFELLERANENLSESROMA. R
HEERANAHFL LK IR FRNER , AR TERSN.

SELWHANR TN THEANEEERA | ERHNTARBRE ATUCER
e

(HREF: BUXHIW BITRE XV XS5HEH)

Fo+=%& ASHLUNFTRRNSES SSEFERBFNASNAK. A5

436



SRR PHSEATURRAHELISANNEARSHLLUTNAR.

AELUBAREERGL A IHTRERAXABSUXHBEIADIFE.
(RRER: S50 1M REXRIN BURE RXEX REEH)

BotEE SERLNAERAADHSHERDEFCAHECUERNTA. PAE
FHABIELAENRY  AYEESENA— BN+ KAAFTREROX A S E, TR
SENRES ARHS A2 IS tRAREHELE TR,

(HRXER: SORR | W RETH 2N FTRE 2XHL XBKEH)

Bo+ES BAAFAATEALLAR. REREPRE  MUBLHELE NN
M. DASEETRATNE, ANNRY  ZADE. BMRRY , TRERSEDD
AERNHRABRETSERANHEHRHY , AXPRERANGRE R LSRG
8.

PASERABEAEDLARG TIANER BEXSREANTHFRDYN T
HadRERRE,

(HARE BITUE SRV BREK 1B KSR )

WotA% ESRNGHARDERBHNALKLHZEREEN BESRLLER
e
{BRER: BTS2 W FiTHE &XSL)

S-otiti FEALH2ARET.

PUBLIC

FILE

437




PUBLIC

438




PUBLIC
Arrackment 1Y

Dectailed Rules On the Impiementation of the Law of People’s Republic of China On
Sino-Foreiga Joint Cooperative Venturcs

Promulgation date: 09-04-1995  Department: Ministry of Foreign Trade and Economic
Cooperation {incl. Formeer Ministry of Foreign Economy and Tra
Effective date:09-04-1995  Subject: Foreign-lunded Enterprises

DETAILED RULES ON THE IMPLEMENTATION OF THE LAW OF PEOPLE'S REPUBLIC
OF CHINA ON SINO-FOREIGN JOINT COOPERATIVE VENTURES

(The Rules were approved by the State Council on Aug. 7, 1995 ond have been commanded by
Wu Yi, minister of MOFTEC being put into effect as of their promulgation on Sept. 4, 1995)
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CHAPTER ONE GENERAL PROVISIONS

Article | This sct of rules have been formulated in accordance with The Law of the People's
Republic of Chira on Sino-Foreign Joiat Cooperative Ventures.

Article 2 The establishment of Sino-Foreign joint cooperative ventures (referred to hereinafier as
joint ventures) in the territories of China shall be in line with the country's development and
industrial policies as well as regulations guiding foreign investment in China.

Article 3 The joint veatures can, according lo the law, independently undertake their operulions
and management and business activities withio the limits as set under the approved agreements,
conuracts and articles of associations of the ventures without interference from any organizations
or individuals.

Article 4 The joint ventures refemred to here include those with and without Chinese legal person
stalus.

Special provisions in Chapter 9 of Lhese Rules shall be followed by joint ventures without Chinese
lcgal person status.
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Article S Departments in charge of the Chinese operntors shall be in charge of the joint veniures. If
a joint venture has two or more Chinese operators, the examination and approval departments
shall, with consuliations with other related depariments, designate one specific depariment in
charge for the adminisiration of the joint veniure, unless otherwise stipulated under the law or
other administrative rules and regulations.

The departments in charge of the joint venture shall provide consultation and assistance in related
affairs of the joint ventures.

CHAPTER TWO ESTABLISHMENT OF THE JOINT VENTURES
Article 6 The establishment of a joint venture shall have the approval of the Ministry of Foreign

Trade and Economic Cooperation (MOFTEC) or other departments and local governments
authorized by the State Council.

The establish of joint in the following ions shall be ined and approved by
the dep or local g authorized by the State Council:

[. The tolal investment to the venture is within the range of those that should be examined and
approved by the departments or tocal governments authorized by the State Council:

2. The capital has been raised by the applicants themselves and whose construction and production
facilities do not need to be balanced by the State.

3. The export of its products does not need a quota or expon license from depariments in charge of
the State, or when a quota or export license is needed, the export has been approved in advance by
related departments in charge of the State prior to the submission of the project proposal.

4. Qther circumstances that should be examined and approved by the departments or local
governments authorized by the State Council as set under the law and administrative rules and
regulations.

Article 7 The following d shall be p d by the Chinese partness in applying for the
blish of ajoint

1. Project proposal of the joint venture together with the approval documents of department in
charge,

2. The feasibility study report as prepared by all sides involved in the joint venture, together with
approval documents of departments in charge;

3. The joint venlure's agrecments, contracts and articles of association as signed by the
cooperalors’ legal representatives or authorized representatives;
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4 Thep business li registration d capital credibility reports and other valid
documents of the kgal representatives. 1f 2 pastnes is a foreign natural person, the pariner shall
also present valid documents on its identification, biographical data and capital credibility:

5. A roster of the Chairman and Depuly Chairmen of the Board of Directors, members of the

Board of Directors or a name list of the Chairman and Deputy Chai of the Joint Manag
Commitiee and bers of the Joint M C i

6. Other d as d d y by the ination and app: departments.

The previously listed d excepl d bmitted by the foreign partners as stated in

item 4, shall have Chinese versions. Documents stated in items 2, 3 and S may also have copics in
another foreign language as agreed upon by partiers of the proposed joint ventute.

The examinalion and approval departments shall decide whether or not approve the establishment
within 45 days since the date when all yd are ived, fn case the inati
and approval depariments decide that a certain document submitted is iscomplele or with
inappropriate coatents, the deparunents have the right to request a revision or amendment within a
cerlain period of time.

Article 8 The approval documents shall be issued by the MOFTEC if the joinl ventures are
approved by the MOFTEC or depanuments authorized by the State Council.

The approval documents of joint ventures approved by the local governments shall be issued by
the approving local governments and be registered with the MOFTEC foc the record within 30
days following the datc of approval.

The joint ventures established after approvel shall cegistes with the administrative depanments in
charge of industry and commerce and apply for business licenses.

Article 9 Applications on the establish of joint ventures will not be approved in one of the
following occasions:

1. The proposed joint veniuse would make harm to China's sovereignty or social welfare,
2. The proposed joint venlure would make harm to China's national security;

3. The proposed joint venture would cause pollution to the enviconment;

4. Other occasians thal are against the laws or administrative rules and regulations and the Siate’s
industrial policy.

Article 10 The joint venture cooperation agreements refered to in this set of detailed rules are the
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writien document jointly formulated by the partners of Lhe joint ventures on the veniures’
principtes and other major matlers.

The joint venture contracts refemed to in this set of detailed rules are the writtea documents jointly
formulated by the partners of the joint veatures on the rights and obligations beiwcen the partners.

The joint venture articles of association referved to in this set of detailed rules are the written

de jointly for d by the partners of the joint venturc on the organization, operation
ond management and other matters of the veature in d with the

If there arc discrepancies between the joint venture's cooperation agreement and its articles of
association on the one hard and the contract oo the other hand, the stipulations in the contract
shall be lollowed.

The parwers of the joint venture may choose not to formulate a cooperation agreement.

Article 11 Tre joint ' agr and asticles of association shall enter into
force as of the date of the i of (e establish approval d by the

and approval depaiments. Any major revises in the agreements, contracts and articles of
association during the cooperation period shall be approved by the examination and approval
depastments.

Article 12 The joint ventures’ conmacts shall include the following data:
1. Titte, place of the regisiration, residence and names, titles and nationalities of the legal
representalives of the pantners. (If the partner is a foreign natural person. his/her name, nationulity

and residence shal! atso be included);

2. The joint veature's name, site and scope of vperation;

3. Total 8L d capilal, i by each partner or forms and tems of
cooperation;

4, The transfer of investment by each partner and other cooperative terms;
S. The distribution of the profits or products as well as the sharing vf the risks and losses:
6. The cooperation of the joint venwre’s Board of Directors or Joint Management Commitiee, the

distribution of the members of the board or the ittee and the responsibilities, recruitment and
dismissal of the gencral manager and other senior managecial staff,

7. Major equip producti hnotogics adopled and their sources;

8. Arrangements on the sales of the joint ventwee's products inside China and overseas:
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9. Arrangements on the income and expendilure of foreign exchange;,
10. Operation term dismissal and liquidation of the joint venture;

11. Other obligations and responsibilities of the pariners in case of violation of the contracts;

12, Principles guiding the 8 of the joint venture's finance, accounting and auditing.
13. The settl of disputes b /i g the partners;

14. The procedures of revising the joint ]

Anticle 13 The joint vemure's articles of association shall include the foltowing items:

1. The name and site of the joint venture;

2, The scope of operation and cooperation term of the joint venture;

3. The names, register sites, residence of the partners as well as the names, titles and nationalities

of their legal representalives (if the forcign partner is a foreign natural person, histher name,
nationality and resid shall also be included);

4. The tolal in gistered capital and i of each partner of the joint veature and
the form and term of cooperation;

5. The distribution of the profits or products as well as the sharing of the risks and losses:

6. The composition, responsibilities and the rules of procedures of the joint venture's Board of
Di or Joint Manag C i the term of members of the Board of Directors or
Joint Mnmgémem Commiltee and the power and responsibilities of the chairman and the deputy
chairmen of the Board of Directors or the chairman and deputy chairmen of the Joint Management
Commiltee; A

7.The setup, responsibililies, rules of prucedures of the joint venture's management and Lhe power,
responsibililies, recruitment and dismissal of the gencral manager and other senior managerial
stafT, )

8. Provisions on recruitment, tedining, formulation of cmployment contracts, salary, social
insurance, welfare, job safety and health etc. of the employces;

9. Financial ing and auditing sy of the joint venture;,

10. The dismissal and liquidation of the joint
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11. The procedures on revising the joint venture's articles of association.
CHAPTER THREE ORGANIZATION AND REGISTERED CAPITAL

Article 14 Joint ventures with Chinese legal person status shali be limited liability companies. The
panners shall share responsibilities within the limit of its investment or cooperative mcans
readered, unless otherwise stipulated undet the contracts.

The joint venture shall have liability for its debts with ail of its capital.

Article |5 The total invesiment of the joint venture refers to the wial capital input nceded under
e produclion and operalion scope as set in the joint ventire’s contracts and articles of
association.

" Asticte 16 The joint venture's registered capital refers to the lotal amount of capilal registered by
the partners with the administrative departments in charge of industry and commerce in order to
blish the joint . The regi d capital shall be expressed in.the sum of RMB. It may

also be calculoted with another frecly-convertible currency as agreed upon by the partners.

The joint venture's registered capital shall not decrease during tecmn of cooperation. Decreases that
are truly warranted by the change of the tolal i and the ion scope and other

P

changes shall be opproved by the examination and approval deparuments.

CHAPTER FOUR INVESTMENT AND COOPERATIVE MEANS

Anticle (7 The partners shall, in linc with the related laws, administrative regulations and
provistons of the joinl venture’s invest in or provide cooperative means to the joint
ventures.

Anicle 13 The partners’ investment or cooperative means could be currencies, or material objects
or industrial rights, special lechnologies, land use rights and other property rights.

The Chinesc partners’ investments or cooperulive means, if Lhey are State {ix assets. shall undergo
assets assessment in accordance with related laws and administrative regulations or provisions.

For joint venwures with Chinese tegal person staws, the foreign partners” invesiment shall normalky
be no less than 25% of the total registered capital of the joint vemure. For Joint ventures without
Chincse legal person status, the specific requirements for the partners’ investments or rendition of
cooperative means shall be stipulated by MOFTEC.

Article 19 The partners shall use their properties or property rights as investments or cooperative
means and they shall not have the investments or cooperative means morigoged or guacanteed
through other means.
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Article 20 The pariners shall, in line with the needs of the joint vealure's production and operation
and in accordance with related laws and administrative regulations and provisions, set the term of
opesation in the joint venture’s contracts.

1f the panaers fail to provide the required i or cooperalive means as stipulated under the

the administrative dep: in charge of industry and commerce shall order them lo
do so within a centain period of time; If they still fil to do so afiec that time period expires, the
examination and approval departments shall rescind the joint venture's approva! documents and
the administrative departments in charge of industry and commerce shall revoke the joint venturc's
business licease and shalt announce the nullification.

Article 21 The side that fails to provide in or cooperative means in accordance with the
joint ventuse's contracts shall bear the violation responsibilities to the other sides that have already
provided Lhe required § or cooperative means.

Atticle 22 Afier the provision of the i and the cooperative means by the partners, the

joint venture shall issue investment certification coafirming their provision after registered
Chinese accountants examined the provisions and provided an examinatton report. The investment
certification shall include the following data:

1. The name of the joint venture;

2. The establishment date of the joint venwre;

3. The names of the partoers:

4. The description of the in of ¢

ip ive means
venlure,

d by the partners of the joint

P

5. The dale of the investments or cooperative means rendered by the partners of the joint venture;

6. The serial number and issuing date of the investment certification.

Copies of the investment certification shall be submitted to the examination and approval
departments as well as the administrative departments in charge of industry and commerce.

Article 23 The ransfer of all or parts of the property rights as set under the conuracts among the
pastnees of the joint veniure or between one partner of the joint venture and others outside the joint
venture shall have the written consent of the other partner(s), as well as the approval of
cxamination and approval departments.

The examination and approval depariments shall decide on whether or not (o approve the ransfer
within 30 days afler the reccipt of the transfer documents.
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CHAPTER FTVE ORGANIZAT[ONAL SETUP

Article 24 The joint venture shall have a Board of Directors or a Joint Management Committee as
. its executive authority, which decides on the venture's major matters in accordance with the
articles of association.

Article 25 The number of members of the Board of Di or Joint Manag Committee
shall be no less than three and the distribution of the members shall be agreed upon in accordance
with the in and/or ive means rendered

Asticle 26 Members of the Board of Di s of the Joint Manap C ittee shall be named
or dismissed from the p h tves. The tnation and approval of the chairman and
deputy chairmen of the board or committee shall follow the procedures as set in the articles of
association. If ome of the Chinese partners holds the position of chairman, the position of deputy
chairman shall be held by one of the foreign pariners and vice versa.

Article 27 The term of the members of the Board of Directors or Joint Management Commiltee
shati be stipulated under the joint venture's articles of association, but shall not exceed three years.
Whea the chairman or member’s term cnds and hesshe is again designated, heshe can hold the
position for another term.

Article 28 Mcetings of the Board of Directors or the Joiat Management Commitiee shall be
convened al least once each year and be chaired by chairman. In case the chairman cannot chair
the meetings, one of the depuly chai or bers designated by the chairman shall call and
chair the meetings. [f onc third of the members of the board or commiltee so propose, the bourd or
the committee can call a meeting.

Meetings of the Board of Di or the Joint Manag Committee shall be notified 10 days
before a meeting. The Board of Directocs ar the Joint Manag C ittee may vote through
communications.

Article 29 The following items can only be approved with the unanimous agreement of the
members:

1. The revision of the joint venture’s article of assaciation;

2. The increase or decrease of the joint venture's registered capital;
8 P!

3. The dismissal of the joint

4. The martgage of the joint venlusc's assets;

5. The merger, division and change of organizatian structure of the joint venture;
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6. Other items that can only be opproved with the
Board of Directors or the Joint Management Commities.

of all bers of the

Asticle 30 Other matters ather than stipulated in this set of detailed rules concerning the discussion
and voting procedures shall be covered in the joint venture's articles of associalion.

Article 31 Chaurman of the Board of Directors or the Soint Management Commiltee is the legal

p ive of the joint 1f the chai cannot so function, he/she shall designate one
of the deputy chainmen or one of the members of the board or commitice to represent the joint
venture in extemnal affairs. .

Article 32 The joint venture shall have one general manager in charge of daily operation and
management of the joint venture as well as the Board of Director or the Joint Management
Committee.

The joint venture's general ger shall be ited or dismissed by the Board of Directors or
the joint Management Commitice.

Article 33 The general manager and other senior managerial staff can be either Chinese nationals
or foreign nationals.

Members of the Board of Directors or the Joint M. Ci ittee can ly hold the

position of the general manager or other senior managerial posts, with the recruitment of the
Board of Directors or the Joint Management Committee.

Article 34 The gencral manager or vthes senior tal staff, if i p or involving in
graft or having serious dereliction of duty, can be dismissed through a lution of the Board of
Directors or the Joint Manag Committec. General or other senior manageriul staff

of & joint venture shall be responsible for all major losses of the joint venture, incurred by their our
conducts.

Article 35 If a joint venwure decides 1o entrust someone other than the partners to manage the
operation of the venture, it shall have the unanimous agreement of the Board of Directors or the
Joint Management Commitiee. The joint venture shall sign a contract with the entrustee for the
enuustment

The joint venture shall submit the resolution of the Board of Directors or the Joint Management
Committee on the entrustment as well as the entsustment contract together with documents of the
enuustec’s credit ding to the ination and approval depastments for approval. The
examination and approval dep shall decide whether or not to approve within 30 days since
the receipt of the related documents.

CHBAPTER SIX PURCHASE OF GOODS AND MATERIALS AND SALES OF PRODUCTS
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Anticle 36 A joint venture can formalate its own production plans in accoad. with its
scope and production scale as approved by departments in charge.

Govemment depanuments must not force the joint to impk production and ¢
plans formulated by the government departments.

Article 37 A joint venwre can independently decide 1o porchase in China or overseas machinery
equipment, raw materials, fuels, comp and pans, vehicles and office lies (referred t0
hereinafter as poods and materials) it needs.

Article 38 The State encourages the joint venturcs to sell their products on the international market.
The joinot ventures can seil their products on overseas markels by themseives or commission
overseas sales agents o China's foreign trade companies to do 0.

The joint ventures set the prices of their products for th Ives ding to the law.

Articie 39 The import of machinery, equip p and parts as well as other goods and
matenials by the foreign paneer as investment in the joint veniure shall be exempt from import
triffs and circulating tax during the impontation. The import of machinery, equipment, parts and
components and other goods and matcrials necded in the operation and production with parts of
the joint venture's tolal investment funds shatl enjoy the same preferential treatment. If such goods
and materials imported duty free are transferred of resold inside China, taxes are required lo be
levied or repaid.

Article 40 The joint ventures must not export their products in prices obviously fower than
reasonable international prices, neither can they impon goods and materials in prices obviously

higher than international prices.

Article 41 The joint venture shall sell its products in accordance with related provisions as
stipulated in the approved cooperalion contract.

Article 42 In importing and exporting commodities that require State quota and import/eaport
licenscs, the joint ventures shall duly apply for the quota and licenses.

CHAPTER SEVEN DISTRIBUTION OF INCOMES AND RECOVERY OF INVESTMENT

Article 43 The Chinese and foreign partners of the joit veatures can get a part of the profits,
products and other means in distribution of incomes of the ventwre as agreed by the partners.

1f the income are distributed in the form of products or other means, tax shall be levied in
accordance with provisions under the tax law.

Artticle 44 When the operation lcrm as sct in the joint venture's contract expises, if the joint
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venture's fixed assets have been set to be handed to the Chinese partners free of charge, the foreign
partners can, during the operation term, apply (o recover their invesiment in the following
manners:

1. Aside from the distribulion in accordance with the in and/or cooperative means
rendered, Lhe foreign partner can increase its share in the distribution in the conract;

2. With the examination and approval of the finance and i horities in d with
related taxation regulations, the foreign partners recoves their invesiment before the joint venture
pays ils income tax;

3. Other investment recovery measures approved by the examination and approval deparuments
and finance and laxation departments.

When the foreign partners recover invesiment during the operation term as described in the
previous paragraphs, the Chinese and foreign partners shall should the joint ventures' debis in
accordance with provisions of related laws as well as the ventures' contracts.

Asticle 45 In applying for recovering investment in advance through means as described in ltems
2 and 3 of Article 44, the foreign partner shall clearly specify the sum, time limit and form for
investment recovery in advance for examination and approval by departments in charge after
being examined and approved by finance and taxation autherities.

The foreign partner cannot recover its invesiment ia advance before the losses of the joint venture
are settled.

Article 46 The joimt ventures shall, in line with related provisions of Chinese [aws, commission
registered Chinesc accountants to audit and check their financial accounts. The partners may
joiatly or separately issi gi d Chinesc to audit and check the accounts
and the expenses arisen therefrom shall be paid by the party that makes the commission.

CHAPTER EIGHT OPERATION TEAM AND DISSOLUTION OF THE JOINT VENTURE

Article 47 Operation term of a joint venture shalt be decided throuph consullation by the Chinese
and foreign partners and specified in the contract.

In case the operation term of the joint venture expires, it can be exiended through agreement of the
partners. The extension proposal shall be submitted to the ination and approval departments
180 days before the original expiration daie, clearly stating how the original contract is
implemented, reasons for the extension of the term as well as agreements on issues such as the
rights and obligalions of the partners during the term extcnded. The examination and approval
depanments shall decide whether or nat to approve within 30 days since the receipt of the
application.
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if the extension is approved, the joint venture can po through the formalities of changing the’

origina! registration with the approvat documents. The starting of the exicasion is the first day
aftes the expiration of the original term.

If the joint venture’s contract slipulates that foreign pactners recover their investment in advance
and he recovery is made, the operation term of the joint venture cannot be extended after
expiration. However, if the forcign partner increasc investment and all other partess of the joint
venture agree, the venture can apply for an extension of the term in the way stated in the second
paragraph of this article.

Article 48 A joint venture is dissolved undec onc of the following circumstances:

|. The opersation term expises;

2. The joint venture's operation cannot continue due to big losses or as a result of forces majcure;

3. The joint veniure's aperation cannot continue as a result of the failure by one or mote partners
to execule the obligations stipulated in the contract and/or the articles of association;

4. Other cordilions that can lead to dissolution emerge;

* S. The joinl venture is ordered (o clase b it viol laws or inistrative regulations and
rules.

In the circumstances stated in Ilems 2 ond 4, the joint venlure's Board of Directors or Joint
Management Committee shall make the decision of dissolution and report to the examination and
approval departments for approval. Under the circumstance as stated in Item 3 of this article, the
partner(s) failing to the obligats ipulated in the joint 's contract and articles of
associationshall shoulder the responsibilities over the loss suffered by other sides as a result of the
failure; the pantner(s) abiding by the ct is (are) entitted to apply with the examination and
approval departments for dissofving the joint venture.

Article 49 The liquidation of the joint venture shall be handled in accordance with related State
laws and administrative regulations and rules as well as the venture's contract and artictes of
association,

CHAPTER NINE SPECIAL PROVISIONS ON JOINT VENTURES WITHOUT LEGAL
PERSON STATUS

Article 50 For joinl ventures without fegal person status, their panners shall shoulder civil
responsibilitics in accordance wilh related provisions of China’s civil law.

Asticle 51 Joint ventures without legat person status shall register their partners’ invesument and
couperative means rendered with administralive departments in charge of industry and commerce.
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Article 52 For joint ventures without tegal person status, partacrs of the ventures shall separately
own the i and/or occoperative means they rendered. But the investment andor
cooperalive means can also be jpintly owned, or partly jointly owned under agreement of all the
parincrs. Assets added as a result of the joint venture's operation shall be owned by all the

pariners.

The t and cooperative means rendered by the partners of a joint venture withaut icgal
person status shall be put under the unified management of the venture, None of the partners an
dispose of the i or cooperative means without the agreement of the other partaers.

Article 53 Joint ventures' without legal person siatus shall establish joint management setups
comprising rep. ives designated by respective partners to jointly manage the venture.

The joint management setup shall decide on all major issucs of the venture.

Article 54 Joint venlures withoul Iegal person status shall keep unified accounting books at the site
of the ventures; the partners shall aiso have their respective account books.

CHAPTER TEN SUPPLEMENTARY PROVISIONS

Article55The formulation effecti i ion, imp} ion and settlement of disputes

P

of the joint ventures' contracts shall be governed by the Chinese law.

Article 56 Other matters not included in this set of detailed rule, such as the joint venlures
financial affairs, accounting, audit, foreign currencies, taxation, labour management and tade
unions, shall be governed by related laws and administrative regulations and rules.

Article 57 Companies, enterprises and other economic entitles as well as individuals from Hong
Kong, Taiwan and Macao regions and Chirese citizens residing overseas shall follow this set of
detailed rules in ishing joint in China.

Anticle 58 This set of detailed rules goes into cffect as of the date of its promulgation.
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ATTACHmeNT 13

Rutes for the Implementation of the Law of the People’s Republic of China on
Foreign-funded Enterprises

Promulgation date: 04-12-2001  Depastment:  State Council
Effective date:04-12-2001  Subject: Foreign-funded Enterprises

Order of the State Council of the People’s Republic of China (No.301)

‘The Decision of the State Council Regarding the Revision of Rules for the Implementation of the
Law of the People's Republic of China on Foreign-funded enterprises is now promudgpted, and
shall come into force as of the date of promulgation.

Premier Zhu Rongji
Aprif 12, 2001

Rules for the Implementation of the Law of the People's Republic of China on Foreign-funded
Enterprises

(Revised according o the Decision of the State Council Regarding the Reviston of Rutes for the
Implementation of the Law of the People’s Repubtic of China on Forcign-funded enterprises on
April 12, 2001, approved on October 28, 1990 by the State Council, issued on December 12, 1990
by the Ministry of Foreign Economic Relations and Trade)

Chapter 1 General Provisions

Anicte | These Rules are formulated according (0 the Law of the People’s Republic of China on
Forcign-funded enterprises.

Article 2 Foreign-funded enterprises shall be subject to and under the protection of Chinese Law.

Foreign-funded enterprises engaging in business in the People’s Republic of China must abide by
Chinesc laws and regulations and must aot harm the social and public intesests of China,

Articte 3 A (oreign-funded enterprise (0 be esloblished must benefit the development of China's
national ecenomy and be capable of gaining remarkable economic resulls. The state encourages
foreign-funded enterprises (o use advanced technology and equipment, engage in the development
of new products, realize the upgrading of products and the repl of old products with new
ones, economize enesgy and raw malerials, and it is also encouraged to establish foreign-funded
enterprises which are export oriented.

Article 4 Trades in which the establishment of forcign-funded enterprises is forbidden or restricted
shall be determined and established according to the provisions regarding state guidance fur
forcign in ori ion and guiding cataloguc of industries for foreign investment.
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Article 5 No application for the establish of a foreign-funded enterprise shall be approved if
the proposed enterprise is under any of the following circumstances:

(1) injuring China's sovereignty or social and public interests:
(2) endangering China’s national security;
{(3) in violation of Chinese laws and regulations;

(4) nol in keeping with the i of China's national ec

¥ q v

(5) may result in envirosmental pollution.

Article 6 A foreign-funded caterprise shall, within the approved scope of business, have iis

y in op and and be free from any interference.
Chapter |l Bstablishment Procedures
Article 7 The application for the establist of a foreign-funded enterprise shall be subject to

the cxamination and approval by the Ministry of Foreign Trade and Economic Cooperation of the
People’s Republic of China (hereinafter referred to as the MFTEC), which shall issue a certificate
of approval I those approved. .

If any applicati for the blish of a foreign-funded enterprise is under any one of the
following circumstances, the State Cauncil shall authorize the people’s government of the relevant
province, au region, municipality directly under the Central Government, city direcly

under State planning or special economic zone (o conduct the cxamination and approval and issuc
a certificate of approval (o those approved.

(1) the total amount of investment is within the limits of power for the examination and approval
of investment stipulated by the State Council;

(2) the enterprise shall not need any raw matetials (o be allncated by the swate, and not influcnce
unfavorably the national comprchensive balance of energy resources, communications and
ransporiation and export quotas for foreign trade.

‘The people’s government of the relevant province, sutonomous region, municipality directly under
the Central Government, city directly under State planning or special economic zone that has.
within the authorization by the State Council, approved any application for the establishment of a
foreiga-funded eaterprise shall, within 15 days since the approval has been issued, report to the
MFTEC for record (hereinafler the Ministry of Foreign Trede and Economic Cooperation and the

362




people’s government of the relevant province, aut region, pality direcly under the
Central Government, city directly imder Stale planning and special ecanomic zone shall be, in
general, teferred to as the ining and approving authority).

Articic 8 With regard to any foreign-funded enterprise that spplies for establishment, if its
products shall involve export license, export quota, import license or the import of which is
restricted by the swte, a prior conscnl shall be obtained from the P authority of foreign

economic relations and trade in accordance with the relevant administrative power.

Article 9 Before submitting any application for the establish of a forcign-funded enterprise,
the foreign investor shall submit 1o the focal people’s government at or above the county level at
the place where the foreign-funded enterprise is 10 be established a report regarding maticrs such
as the purpose of the cnterprise, its scope and scale of busi prodt hnology and

equipment, land area to be needed and relaced requiremeats, conditions and quantities of water,
clectricity, coal, coat gas or other energy resources required, and requirements to public facilities.

The relevant tocal people's government at or above the county level shell, within 30 days from the
date of receiving the repact submitted by the foreign investor, give him a reply in writing,

Article 10 Any foreign investor who wishes to establish a foreign-funded enlerprise shall submit
an application to the ining and approving authority through the refevant local people’s
govemment at or above the county level at the place where the foretgn-funded enterprise is to be

blished, logether with the following d

(1) a wrilen application for the establish of the foreign-capiual enterprise;

(2) a feasibility study report;
(3) the adticles of association of the foreign-funded enterprise;,

(4) a list of legal representative (candidales for the future board of directors) of the foreign-funded
enterprise;

(5) the legal documentation and credil certificate of the foreign investor:

(6) the written reply given by the relevant local people’s goverament al or above the county fevel
at the place where the foreign-funded enterprise is 10 be established;

(7) an invenlory of goods and materials that shall be imported;

(8) other d 1ts as may be required.

Dacumeats of (l).and (3) of the preceding paragraph must be prepared in Chinese, while those of
(2), (4) and (5) of the same paragraph may be wrilten in a foreign | but the cor di

P b
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Chinese translations should be aitached.

1f two or more foreign investors jointly apply for the establishment of a foreign-funded entesprise,
they shall submit a copy of the contract between them two to the examining and approving
authority for record. :

Article 11 The examining and approving authority shal!, withia 90 days from the date of receiving
oll the d equired for the application for the establishment of a foreign-funded enterprise,
make a decision on whether o approve or disapprove the application. When finding that the
documents mentioned above are not complete or that some of them are inappropriate. the
examining and approving authority may d d supp} ion and corrections to be made
within a prescribed lime limit.

Article 12 The foreign investor shall, within 30 days from the date of receiving the approval
certificate issued by the examining and approving authority, apply (or registration with and obtain
business license from the administrative department for indusiry and commerce. The date of issuc
of the business license of the foreign-funded eaterprise shall be the date of ils csusblishment.

If the foreign investor fails to apply (o the administrative department for industry and commecce
for registration within 30 days from the date of receiving the approval certificaie for the
establishruent of the foreign-funded enterprise, the approval certificate shall become invalid
automatically.

The foreign-funded enterpeise shall, within 30 days from the dute of establishment, conduct
taxation registration with the tax authorities.

Article 13 Any foreign invesior may appoint a Chinese service agency for (oreign-funded
enterprises or any other economic organizatiun to handle the affairs stipulated in Article 8, in the
ficst paragraph of Article 9 and Article 10 of these Rutes, provided that a contract of entrustment
shall be concluded between them.

Article 14 A wriltcn application for the establishment of a forcign-funded caterprise shall contain:

(1) the name, domicile, place of registration of the foreign investor, and the name, nationality and
position of its legal representative;

(2) the name and domicile of the foreign-funded enterprise that is to be established:

(3) the scope of busi prod and production scale;

(4) the total amount of investment, registered capital, source of funds, form of investment and
duration of the foreign-funded enterprise;

(5) the form of arganization. internal departments and legal representative of the foreign-funded
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enterprise;

(6) the primary production equipment (o be used and the degrees of depreciation thereof,
production technology and the level thereof, as well as the sources of all of them;

(7) sales orientation and tervitories, as well as sales ch ts and methods, of the p

(8) gt for the and expenditures of forcign exchange;

(9) rel i of the i | departments and sizes of the personnel thereof,
arrangements for matters such as the recruitment, training, salaries and wages. welfare, insurance
and labor protection of and for workers and staff members:

(10) the degrees of possible cnvi | pollotion and for solving this problem;

{11) the site of the entesprise and the area thereof;

(12) funds, energy, raw materials to be needed in capital ion and in duction and
aperations, and the solutions thereof:

(13) schedule of the project:

{14) duralion of the foreign-funded enterprise that is to be established.

Anicle 15 The anticles of association of a foreign-funded enterprise shall contain:

{1} the name and domicile;

(2) the 6im and scope of business;

(3) the intal amount of investment, registered capital, and the time limit of capital subscription;

{4) the form of organization:

(5) the establish of the i | departments and their functions and powers and rules of
proceduces, dutics and power limils of Lhe legal tepresentative and of other persons such as the
general chief engi and chief acc

(6) the principles and system of financial affairs,

(7) labor management;

(8) the operating period, termination and liquidation of the enterprise;
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(9) procedures for amending the articles of association.

Atticle 16 The articles of association of a foreign-funded enterprise shall become effective upon
the approval by the examining and approving authority. The same proceduse shall apply wher
any amendment thereto is made.

Anticle 17 Any division or merger of forcign-funded enterprises or any of their significant changes
in capital resulting from any other causes shall be subject to the approval by the examining and
approving authority, and for which changes, the relevant enterprises shall engage a Chincse
certified public accountant 10 make verification and render a capital verification repont; upon
approval by the examining and approving authority, the enterprises shall go through the
procedures for the change of registration with the administrative depariment for industry and
cominerce.

Chapter I Form of Organization and Registered Capital

Articte 18 The form of organization of a foreign-funded enterprise shall be a limited liability
company. Other liability forms may be adopted by approval.

In case of a limited liability company, the foreign investor shall be liable for the entesprise to the
exient of what he has conuributed for Lhe capital.

In case of any other liabilily form, the foreign investor shal) be liable for the enterprise according
to Chinese laws and regulations.

"Article 19 The ot amount of investment of o foreign-funded enterprise refers to the total amount
of furds required for opening the forciga-funded enterprise, i.c. the sum total of the funds invested
in capital construction in accordance with the production scale and the circulating funds for
production.

Anticle 20 The registered capital of a foreign-funded enterprise refers to the total amount of capital
registered with the administrative department for industry and commerce for the purpese of
establishing the foreign-funded entexprise, i.e. the total amount of invesumeat that the forcign
investor undertakes Lo conwribute.

The amount of registered capital of a foreign-funded enterprise must be in keeping with the

enterprise’s operation scale, and (he rativ between the registered capital and the total amount of
investment shall conform Lo the relevant Chinese provisions.

Anticte 21 In its operating period, no foreign-funded emerprise may reduce their registered capital-
1f howevey, it is really needed to make such reduction due to some changes such as those in the
total amount of investment or production scale, it may be reduced upon the approval by the
examining and approving authorily.
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Article 22 Any i or assig of the regi d capital of a forcign-funded entesprise shall
be subject to the approval by the examining and approving authority, and then the enterprisc shall
go through (he procedures for change of registration with the administrative dep for
industry and commerce.

Article 23 Where any foseign-funded enterprise intends to mornigage or assign its assets of right
and interests to a third party, the case shall be submitted (o the examining and approving authority
for approval, and then to the administrative department for industry and commerce for record.

Article 24 The lepat representative of a foreign-funded enterprise is the person-in-charge who, in
accordance with Lhe enterprise’s articles of association,

execules hisher functions and powers on behalf of the enterprise.

If the legal rep jve is unable to his/her functions and powers. he/she shall entrust in
writing an agent with the ion of his/her functions and powers.

Chapter 1V Form of Investments and Time Limit for Contributing Investments

Article 25 The forcign investors may make their investments with convertible foreign currencies,
or with machincry and cquipment. with indusiry property rights and proprictary technology by
appraising the values of them. :

Upon the approval by the examining and approving authorily, the foreign investars may also make
their investments with their profits in Renminbi from any other enterprises established in China
wilh their investments.

Article 26 Machinery and equipment to be contributed by the foreign invesior as investment must
be those needed for the production of the foreign-funded enterprise.

The appruised value of the hinery and equip may not be higher than the normal price of
machinery and equipment of the same kind in international market at that time.

An inventory must be made for ail the machinery and equipmeat 1o be contributed as investment,
it shall include the neme, type, quantity and appraised value of the machinery and equipment, and
shall be submitted (o the examining and approving authority together with the application for the
establishment of (he foreign-funded enterprise as an h 10 the application

Article 27 The industry property rights and proprietary technology (o be contributed as investment
by the foreign investor must be owned by the forcign investor.

Such industrial property cights and proprietary technology must be appraised in acoordance with
the relevant iniemmalional rules, and the value amount of them may not exceed 20% of the
registered capital of the foreign-funded enterprise.
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Detsiled information must be prepared for the industrial property rights and proprietary
lechnology appraised to be vontributed as investment, including the copy of certifigate of the title,
validily of the title, and their technical performance, practical value. and the basis and siandard on
and according to which the value has been appraised, and it shal! be submitted to the examining
and approving authority together with the application for the establish of the foreign-funded
enterprise as an anachment o the application.

Article 28 Upon arrival at any port of China of the machinery and equipment cuntributed as
invesument, the foreign-funded enterprise shall apply for inspection o China's commadity
inspection authority, which shall render an inspection repori.

Where the machinery and equipment contributed as investment are inconsistent with those listed
in the inventory submitted by the foreign investor to the examining and approving authority in
type. quality or quantity, the exomining and approving authority may demand corvections by the
foreign iavestor within a prescribed time timit.

Anicle 29 After the imdustriai property rights and proprietary technology appraised have been put
to use, the examining and approving authority shail have the power to inspect them, and demand
carrections by the foreign investor, within a prescribed time limit, if they are inconsisience with
the industrial property rights and proprietary technology p ibed in the infc { bmiued
by the foreign investor. :

Article 30 The time limit for the foreign investor to make his investment contributions must be
clearly indicated in both the application for the establist of the foreign-funded enterprise and
the enterprise's articles of association. The foreign investor may contribute the investment in
installments, provided that the last instaliment shall be made within three years from the date of
issue of the busiaess license. The first installment may not be less than 15% of the total amaunt ©
be contributed by the foreign investor, and shall be made within 90 days from the date of issue of
the business licensc of the forcign-funded enterprise.

If the foreign investor fails to make the first installment within the Lime limit prescribed in the
preceding paragraph, the approval certificate for the foreign-funded enterprise shall become
invalid automatically, and the forcign-funded enterprise shall go through the procedures for
cancellation of registration and hand in the business license [or cuncellation with the
administrative deparument for industey and contmerce or, if the forcign-funded enterprise fails to
go through the procedures for cancellation of registration and fails to hand in the business license
for Hation, the odministrative department for industry and commerce shall revoke the
business license and make an announcement to the public.

Aticte 31 The instaliments other than the first on¢ shall be made by the foreign investor within
each prescribed time limit.

If an installment has nol been made 30 days after the time limit, the second paragraph of the
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Anticle 30 shall apply.

If the foreiga i has any ble ground for the extension of time for making an
instaliment, he should get the approval by the ing and approving acthority and the
extension of time shall be submitied o the administrative department for industry and commerce
for record.

Article 32 For cach instaliment made by the foreign investor, the foreign-funded enterprise shall
engage a Chinese certified public accountant to make verification and render a capital verification
report, which shall be submitted to the examining and approving authority and the administrative
department for industry and commerce for record.

Chaepter V Use of Land and the Land Use Fee
Article 33 The local people’s government at or above the county level at the place where the

foreign-funded enterprise is to be established shall make 1 for the land to be used by
the foreign-funded enterprise after examination and verification in the light of the locat conditions.

Article 34 The forcign-funded entcrprise shall, within 30 days from the date of issue of iis
business license, go through the procedures for use of land with and obtain land certificate {from
the department of land administration of the people’s govemnment at or above the county lcvel at
the place whese the foreign-funded enterprise i 10 be established. by presenting the approval
cectificate and business license.

Article 35 The land certificate shall be a legal certificate by which the foreign-funded enwerprisc
may usc a certain piece of land. In its operating pesiod, no foreign-funded enterprise may assign
its right to use land without authorization.

Asticle 36 For obtaining land certificate, the forcign-funded enterprise must pay land use fee (0 the
depanment of land administation at the place where the enterprise is 1o be established.

Article 37 For using developed land, the foreign-funded eniesprise must pay land development
fee.

The land development foc menlioned in the preceding paragraph includes the exp for
requisition of the land, and expenses for demolition and resettlement allowances, as well us
expenses for the construction of infrastructure needed by the foreign-funded enterprisc. The land
devell fee may be d and collected by the land development enterprise once for alf

or in yearly instaliments,

Anticle 38 Where a piece of Tand not yet developed is 10 be used, the foreign-funded enterprisc
may cither develop the land by itself or entrust 8 relevant Chinese enterprise ta develop the lend.
The people’s government at or above the county fevel at the place where the foreign-funded
enterprise is to be estadlished shall make overall arrangemeats for the construction of




infrastructure.

Anticle 39 The standards for calvulating and collecting the land use fee and land development fec

paid by foreign-funded enterprises shall abide by the relevoat provisions of China.

Article 40 The term for land usc by the foreign-funded enterprise shall be the same as the
approved operating period of this enterprise.

Anticie 4] In addition to the present Chapter. a foreign-funded cnterprise may obtain the right to
use land in accordance with other regulations in China.

Chapter VI Purchasing and Marketing

Anticle 42 Any foreign-funded enterprise may make decisions by itself on the purchase, for its
own use, of machinery and equipment, raw materials, fuels, parts and components, auxiliary
equipment, primary pants. means of poriation, officc appli (hereinafier referred to as
goods and matecials in general).

When purchasing goods and matesials in China, any foreign-funded enterprise shall enjoy the
same wreatment as that enjoyed by Chinese enterprises under the same conditions.

Article 43 Any foreign-funded enterprisc may sell its products in Chinese market. The state
encourages all foreign-funded enterprises to export their products.

Anticle 44 Any foreign-funded emerprise may cxport their products either by themselves or by
enlrusting a Chinese forcign trade company or a company ouiside China with the sale of their
products.

A foreign-funded enterprise may sell theic products in China eitier by themselves or by entrusting
any commercial organization with the sate of their products.

Anicle 45 Where any machinery and equipment contributed by a foreign inveslor as his
investment is subject 1o import license according (0 the Chinese provisions, the relevant
forcign-funded enterprise shall, by presenting the retevant approved i y of equip and
goods and malerials (o be imported, apply for import license to the license issuing authorily either
direcily or through an agency.

The foreign-funded enterprisc shall prepare their annual import plans for goods and materials that
are 10 be imported for their own use and necessary to their production within the 2pproved scope
of business, and apply for the import license to the license issuing authority every six moaths, if
the import of goods and materials is subject to import license according to the Chinese provisions.

The foreign-funded enierprise shatl prepare their annual export plans for producls that are to be
exported, and opply for the export license to the license issuing avthority every six months, if the
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export of products is subject 1o export license according to the Chinese provisions.

Article 46 The pricc of goods and materials and any technicel service imporied by the
foreign-funded enterprise shall not be higher than the normal price for goods and materials and
technical services of the same kind in internations! market at that time. The price for the export
products of a foreign-funded enterprise shall be determined by the enterprise itself in the light of
the relevant prices in infernational market at that time, provided Lhat they shall not be lower than
reasonable export grices. If any enterprisc evades taxes by importing products at a high price or
exporting products at a Jow price, the legal responsibility of the relevant enterprise shall be
investigated according 0 1ax law by the tax authority.

Anicle 47 Any foreign-funded enterprise shall provide statistical data and submit statistical
statements o the departments concerned in accordance with the provisions of the Statistics Law of
the People’s Republic of China and the relevant provisions of China ing the ical
system for the utilization of foreign capitat.

Chapter VII Taxation

Article 48 Any foreign-funded enterprise shall pay taxes in accordance with Chinese laws and
regulations.

Article 49 Workers and suff members of a foreign-funded enterprise shall pay individual income
1ax in accordance with Chinese laws and regulations.

Article SO Taxcs on the following goods and malerials imported by a foreign-funded enterprise
shail be exempled or reduced in accordance with Chinese tax law:

(1) machinery and equipment, paris and components, materials for construction, and marerials
needed foc installing and fixing the machincry, which are contributed as investment by the foscign
investor; ’

) machmery and cquipment, parts and components, means of wransportation for production, and
B quip which are imported, for their own use in production, by the
forcngn-fundm enterprise with funds within its total amount of investment;

(3) raw materials, auxiliary matesials, primary parts, pans and components and packing materials
imyported by the (oreign-funded enterprise for producing export products.

Where uny goods and materials imporied as mentioned in the preceding paragraph are, upon
approval, resold in the territory of China or used for producing products to be sold in China. the
relevant {foreign-funded enterprise shall, in accordance with Chincse Wx law, pay the taxes that
were exempted of reduced.

Anrticle 51 The export commodilies produced by the foreign-funded cnterprises may cnjoy tax
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reduction, exemption or refund according to the relevant provisions of Chinese tax law, except
those whosc export is restricted by Chino.

Chapter VUI Foreign Exchange Control

Article 52 Foreign exchange affairs of a foreign-funded enterprise shall be handled in accordance
with Chincse regulations concerning, foreign exchange control.

Asticle 53 A forcign-funded enterprise shall, on the strength of the business license issued by the
adminisurstive department for industry and commesce, open 3a account at a bank in China that
may handle forcign exchange business, which shall supervise the forcign exchange receipts and
payments by the foreign-funded enterprise.

The foreign exchange revenues of the foreign-funded prise shall be deposited (o its

and the foreigh exchange expenditures of the enterprise shall be made from its foreign exchange
account.

Article 54 Where any foreign exchange account is to be opened at a bank outside China as

quired by its production and operation. the foreign-funded enterprise shall submit the case to the
Chinese sdministrative dep for foreign exchange control for approval and, according to the
provisions of the latter, make regular reports on its receipts and pay of foreign exchange, and
provide bank slatemenis.

Article 55 Wages and salaries as well as any other legitimate income in forcign exchange of
foreign workers and staff members, or of the workers and staff members from Hong Kong, Macao
os Taiwan, of a foscign-funded enterprise may be remitted outside China freely after the income
tax is paid according o Chinese tax law. .

Chapter IX Financial M and A

B ]

Article 56 A foreign-funded entesprise shall, in accordance with Chinese faws and regulations and
provisions of the financial authority, set up its own financial and accounting systems and submit
them to the local financial and tax authorities for record.

Atticle 57 A fiscal year of any foreign-funded enterprise shall begin from January | and end on
December 31 of Gregorian calendar.

Asticle 58 A foreign-funded enterprise shall retain certain amount from its profits after the income
tax has becn paid in accordance with Chinese tax law as seserve funds, bonus and welfare funds
for workers and staff members. The amuunt retained for the reserve funds shall not be less than
10% of the profits (profits afier the income tax has been paid), the withdrawal may stop when the
accumulaied amount withdrawn has been up 1o 50% of the registered capital of the enterprise. The
amount retained for bonus and welfare funds for workers and staff members shati be determined
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by the foreign-funded enterprise itself.

No foreign-funded cnterprisc may distribute its profits untess and until its deficits of previous
fiscal years have been made up: undistributed profits of the previous fiscal years may be
distributed together with the distributable profits of the current fiscal year.

Article $9 A ing h books and accounting statements made by a
foreign- funded enterprise shall be prepared in Chinese; if they are written in any foreign language,
notes in Chinese are required.

Asticle 60 A foreign-funded enterprise shall conduct their busi ing ind deatly.

B T 24
A [oreiga-funded peise shall prepare annual ing and liquidation acc ing
in : with the provisions of Chinese financiat and tax aulhnnlus If an
is prepared in a foreign currency, a correspondi g in

which lhe foreign currency is converted into Renminbi shall bepnepnred at the same time.

A forcign-funded enterprise shall engage Chinese certified public accountants to verify its annual

accounting and liquidati ing and render verification reports
accordingly.

The annual ing and liquidati i of a foreign-funded
enterprise, stipulated in the second and third paragraphs, as wcll as (he relevant verification reports
rendered by Chinese centified public acc shall be submitted within the prescribed time

limit to the fmancial and tax authorities, and to the examining and approving authocity and the
administrative department for industry and commerce for record.

Anticte 61 Any forcign investor may engage Chinese or foreign accountants to audit the account
books of the retlevant foreign-funded enterprise, and shall bear the expenses.

Article 62 A foreign-funded enterprise shall submit their annual statements of assets and liabilitics
and annual profit and loss statements 1o the financial and tax authorities, and to the examining and
approving authority and the administrative depanument for industry and commerce for record.

FUBLIC
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Anticle 63 The foreign-funded enterprise shall set up account books at the place where it is located,

and shall be subject to the supervision by the financial and tax authorities.

If there is any violation of the preceding paragraph, the financial and tax authorities may impose a

fine, and the administrative department for industry and commerce may order a suspension of
business or revoke the business license, on or of the violating foreign-funded enterprisc.

Chapter X Workers and Staff Members

Article 64 The forcign-funded enterprise cmploying workers and staff membeis from China shall
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conclude labor contracts with the workers and staff members employed in accordance with
Chinesc laws and regulations. The contract shall conwin such marters as employmeat, dismissal,
remuncration, welfare, labor protection and labor insurance.

No foreign-funded enterprise may employ child laborers.

Anicle 65 A foceign-funded enterprise shall be ible for the ional and technical

training of is workers and staff bers, sct up checking and appraisal system, and make the

workers and staff members capable of meeting Lhe needs of the production and developmeant of the
enterprise.

Chapter X1 Trade Unlon

Article 66 Workers and staff membess of any foreign-funded enterprise shall be entitled 1o set up
grass-roots rade union organizations and carry out trade union activitics in accordance with the
Teade Union Law of the People’s Republic of China.

Asticle 67 The trade union in a foceign-funded enterprise, represents the inkerests of the relevant
workers and staff members, and shall have the right to conclude labor contracts. on behalf of the
workers and staff members, with the enterprise, and shall supervise the execution of such labor
contracts.

Article 68 The basic tasks of the trade union in a foreign-funded enterprise shall be: to safeguard
lawful rights and intercsts of the workers and staff members in accordance with the provisions of
Chinese lows and regulations, and to assist the enterprise in making proper amrangements for and
use of the welfare and bonus funds for worker and staff members; to organize for the workers and
siaff members political study, and study of scientific, technical and professional knowledge, and to
carry out recreational and sports activities; (o educate the workers and staff members (o observe
1abor disciplines and strive to fulfill the economic tasks of the enterptise.

The represeative of wade union in a foreign-funded e:ﬁerprise shall have the right to attend, as
an observer, meetings held to discuss and decide matiers regording ds and punish w
workers and staff members, salary and wage system, welfase, labor protection and labor insurance,
etc. The foreign-funded enterprise shall heed the opinions of the trade union, and win the

cooperalion thereof.

Anticle 69 The foreign-funded enlerprise shall give an active support to the work of the wade
union, and in d with the provisions of the Trade Union Law of the People's Republic of
China, provide the trade union organization with housing and facilities necessary for office use,
meeting. and carrying oul collective undertakings of weifare, culture and sports for the workers
and staff members. The foreign-funded enterprise shall, at a monthly basis, appropriate a sum of
2% of the aclual total amount of wages and salaries of the workers and staff members, as funds of
the uade union, which shall be used by the trade union in accordance with the relevant measures
of All-China Federation of Trade Unions for the management of funds of trade unions.
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Chapter X1I Duration (Operating Period), Termination and Liquidaiion

Articte 70 The duration of a foreign-funded enterprise shall, in the light of the circumstances of
the specific rade and enterprise, be proposed by the rel foreign i in the epplication for
the esiablishment of the foreign-fundod enterprise, und shall be subject to the approval by the
examining and approval authorily.

Article 71 The duration of a foreign-funded enterprise shall be calcutated from the date of issue of
its business license.

In casc of an intention to extend the duration of a foreign-funded enteeprise, an application for
such extensioa shall be submitted 180 days prior to the expitation of the duration (o the examining
and approving authorily, which shall, within 30 days from the date of receiving the application,
make a decision of approving or disapproving of the

If the application for the ion of duration is approved, the forcign-funded enterprise shall,
within 30 days from the date of receiving the approval, go through the procedures for change of
gistration with the adminisuative department for industry and commerce.

Article 72 A foreign-funded enterprise shall be terminated, if it is under any of the following
circumstances:

(1) upon the expiration of its duration;
(2) if the foreign investor decides lo dissoive it because of poor management and serious losscs:

(3) if the business cannot be cacried on because of heavy lasses resulting from force majeure such
as nawral disasters and wars;

(4) if it becomes bankgupt;

(5) if it is cancelied according to law due to its violalion of Chincse laws and regulations or due to
its barming the social and public interests; or

(6) if any other cause for dissolution, stipulated in the articles of association of the forcign-funded
enterprise, has occurred.

In case of circumstances of (2), (3) or (4) of the proceding paragraph. the foreign-funded
enterprise shall, on iis own initiative. submit an application for ination to the c ining and

approving authority for approval. The date of approval after verification by the examining and
approving authotity shall be the date of termination of the enterprise.

Asticle 73 In case of termination under (1), (2), (3) or (6) of Article 72 of these Rules, the
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foreign-funded cnterprise shall, within 1S days from the date of tenmnination, make a public
announcement and notify the creditors of the lerminotion and, within (5 day from the date of such
put forward liquidation procedures, principles snd candidates for the liquidati

commitiee, submit them o the examining and approving authority for verification and approval
and, upon such approval, carry out the liquidation.

Article 74 The liguidation committee shall be composed of the legal representative of the
foreign-funded eoterprise. representative of creditors and rep ives from the comp

authorities concemed, and Chinese certified public accountants and lawyers shall also be engaged
to participating in the liquidation.

Article 75 The liquidation committee shall execute the following functions and powers:
{1} to convene meetings of creditors;

(2) to take over and liquidate the property of the enterprise, and to prepare the siatement of assets
and liabilitics and inventory of the property,

(3) to propose a basls for the valuaFion and compuladon of the property of the enterprise:

@) w0 work out a liquidation plan;

(5) to recover and discharge debts;

(6) to recover payments payable but not yet paid by shareholders;

(7) to distribute the residual property:

(8) to institute and respond to actions on behalf of the enterprise.

Article 76 The foreign investor may not remit or carry the enterprise’s money out of the territory
of China, nor dispose of the enterprise’s property privately, untit the liquidation of the

foreign-funded cnterprise is gone through.

The net assels and residual property of a foreign-funded enterprise. after the liquidation is gone
through, shall be treated as profit and subject to income tax in accordance with Chinese tax law.

Article 77 When the liquidation is completed, the foreign-funded enterprise shall go through the
proced for ion of registration with and hand in its busi ficense for lation to
the administralive department for industry and commerce.

Article 78 Chinese enterprises and other economic organizations shall, under equal conditions,
have the right of preemption to asscls to be disposed of during the liquidation of any




foreign-funded enterprise.

Article 79 In case of termination of a foreign-funded enterprise under (4) of Article 72 of these
Rules, the liquidation shall be conducted by ref to Chinese laws and regulations.

In case of termination of a foreign-funded eaterprise under (S) of Article 72 of these Rules, the
liquidation shall be conducted in d with the rel Chinese provisil

Chapter X1II Supplementary Provisions

Article 80 Al forcigo-funded enterprise shall buy their various insurances from insurance
campanies in China.

Article 81 All contracts between a foreign-funded enterprise and other compaay, enterprise or
economic organization and individual shall be governed by the Contract Law of the People’s
Republic of China.

Atticte 82 Enlerprises, which are wholly owned by any company, enterprise or other economic
organization or individual from Hong Kong. Macizo or Taiwan or by any overseas Chinese,
estnblished with his tota) capital in the maintand of China, shall be handled by reference to these
Rules.

Article 83 Foreign workers and sff membcess. workers and stalf members from Hong Kong,
Macao and Taiwan, of any foreign-funded enterprise may carvy into the mainland of China means
of transportation and anticles for daily use that are within reasonable quantities and for their own
use,and shali go through import formalities.

Articte 84 These Rules shafl come into force as of the dale of promulgation.
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