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The following is a courtesy translation of “People.com.cn, “Guidance of the State Council on
Resolving Serious Excess Capacity Problems”, GuoFa (15 October 2013) No. 417

Title

Guidance of the State Council on Resolving Serious Excess Capacity Problems
October 15, 2013 at 14:55; source: People’s Daily, read mobile news

Lines 1-3

According to the Chinese government’s Beijing network news on October 15 [2013], in order to
actively and effectively resolve the serious excess capacity problem in the steel, cement,
electronic aluminum, glass, shipbuilding, and other industries, the State Council has put into
force the “Directives on Resolving Severe Excess Capacity”.

Lines 41, 30, & 57-59

Second, the general requirements, the basic principles and main objectives

(2) Basic Principles

To optimize inventories, enterprises need to adhere to strict controls, and manage supply and
investments strictty. Doing this will limit blind expansion and redundancy; promote corporate
mergers and acquisitions, as integrations reduce excess capacity; implement foreign investment
and industrial restructuring initiatives, as this will result in transfer of excess domestic capacity;
efficiently use environmental resources, as this will accelerate the elimination of backward
production; and develop overall regional coordination, which will optimize the industrial layout.

Lines 71 & headings of each paragraph within Section 3

Third, the Major Tasks

(1) Prohibit Projects that Expand Production Capacity Blindly
(2) Reorganize Existing Programs

(3) The Elimination of Backward Production Capacity

(4) Promote Restructure and Adjustment of Industrial Space
(5) Efforts to increase Domestic Market Demands

(6) Actively consolidate International Market and increase Foreign Investment Cooperation
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(7) Enhance and Encourage Technological Innovation

(8) Implement Long-Term Market-based Policies

Lines 71, & 130-135
Third, the Major Tasks
(5) Efforts to increase Domestic Market Demands

Increase domestic market demands, by adapting to industrialization, urbanization, information
technology, and tapping into domestic market potentials. Additionally, domestic market demands
can be increase by promoting steel use in the construction field, improving construction of public
building, and increasing government investment in steel use. Increase steel use should be
targeted towards areas prone to earthquakes and other natural disasters, mostly in the
countryside. Shipping of steel should be optimized by decreasing use of old transport ship.

Lines 178, 181-183 (Part 1)

Fourth, the Business Strategy

Steel — focus on restricting the steel industry’s excess capacity in Shandong, Hebei, Liaoning,
Jiangsu, Shanxi, Jiangxi and other regions by supporting local governments efforts to integrate
disperse steel production capacity, relocate urban mills, optimize industry layout, and to
compress steel capacity to 80 million tons.

Line 213, 248-254

Five, the Policy Measures

(6) Improving fiscal support policies - The Government of China will, in an effort to resolve
excess capacity problem, increase funds allocations and provide financial support of local
restructuring projects. The Government of China will eliminate funds towards backward
production and other such incentives, and increase funds to address serious excess capacity
preblem. The Govermment of China will reshape tax policies to promote corporate mergers and
acquisition, and corporate restructuring, which will improve overall market competifiveness.
Enterprises that export equipment and products, according to existing regulations, can enjoy
export tax rebate policies. The Government of China will also revise tax preferential policies to
encourage production of high-grade cement, and proper disposition of urban waste, sewage, and
industrial waste.
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