the Notice of the State Council on Ratifying and Forwarding the
Several Opinions of the National Development and Reform
Commission and Other Departments on Curbing Overcapacity
and Redundant Construction in Some Industries and Guiding the

Sound Development of Industries

All provinces, autonomous region, municipality, municipalities’ government, all
ministries of the State Council and departments directly under the State Council:

The State Council agreed Curbing Overcapacity and Redundant Construction in Some
Industries and Guiding the Sound Development of Industries provided by the National
Development and Reform Commission and Other Departments and transmit to give
you, please implement it seriously.

To counter impact and influence of the intemational financial crisis, the Party Central
Committee and the State Council consider the situation, and make and implement
package program of expanding thc domestic demand and boosting economic growth
in time. In accordance with overall requirement of “preserve the growth, expansion of
domestic demand, the structure of the tune”, the Party Central Committee and the
State Council launched industrial restructuring and revitalization plan of the steel and
other nine key industries, which provided a series of measures including controlling
the volume, washing out backward. mergers and reorganization, technological
innovation and indigenous innovation in accelerating structural adjustment, and local
government launched policy to support industrial development. Now, the policy has
taken cffect preliminary, the difficulty of enterprises’ production and operation has
been alleviated. industrial development is overall good. But from current industrial
development, structure adjustment made progress, but overall development is slow,
and development of various places and industries is lopsided. Some sectors have
excess capacity and redundant construction, even worsen. In particular, not only
traditional industry with excess capacity still in blind expansion, such as steel, cement,
but also emerging industry begins to redundant construction, such as wind power
cquipment, polycrystalline silicon and so on. Illegal examination and approval and
project without prior approval happened again.

If not regulate and guide in time for excess capacity and redundant construction, it
will lead to a series of problems, including vicious market completion, low economic
benefits, business failure or under production, unemployed and increasing the bad
assets of the bank. It not only affected severely the practice effect expanding domestic




demand package program and good situation, but also lost historical opportunity to
adjust structure using market situation under the international financial crisis.

In accordance to the spirit of the notice, all districts and departments shall unify the
thought and the action to policies and plans by the party center committee and the
state council, carry out scientific development view seriously, further strengthen
overall awareness, responsibility consciousness and the consciousness of hardship,
advance structure adjustment in guaranteed growth, adhere to the industrial policy,
implement relevant regulations including environmental regulations, land regulations,
financial policy and investment management and pay attention to curbing
overcapacity and redundant construction which is the key of the structure adjustment.
Develop high and new technology industries and services with the market demand,
hold the direction, enforcement and pace of the adjustment, change the mode of
economic development, improve economy quality and bencficial result and promote
comprehensive, coordinated and sustainable economic and social development.

The State Council

Sep. 26, 2009

Curbing Overcapacity and Redundant Construction in Some
Industries and Guiding the Sound Development of Industries

In order to fulfill the Party Central Committee and the State Council’s package plan
coping with international financial crisis. consolidate and develop good economic
situation, promote structure adjustment, curb overcapacity and redundant construction
in some industries and guiding the sound devclopment of industries and guide new
industry in orderly development, we hereby put forward the following guiding
opinions:

1 Curbing overcapacity and redundant construction in some industries shall be
taken seriously

a) Steel. The crude stecl capacity is 0.66 billion tons in 2008, demand is only
0.5 billion tons, and about a quarter of iron and steel, and finished goods rely
on the international market.

In the first half of 2009, the whole industry was invested 140.55 billion yuan. Now
production capacity of projects under construction of crude steel is 58 million tons,

PUBLIC

FILE {q,?

|



b}
<)
d)
e)
f)
g)

PUBLIC

FILE (4,8

most of them are irregular construction. If this situation cannot be controlled in time,
crude stee! production capacity will be more than 0.7 billion tons, contradictions of
excess capacity will intensified.

Cement

Plate glass

Coal chemical industry
Polycrystalline silicon
Wind power equipment

Electrolytic aluminum, shipbuilding, soybean crushing

Hold the policy of curbing overcapacity and redundant construction properly

Measures of curbing overcapacity and redundant construction
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