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Notice of State Development and Reform Commission , Ministry of Finance ,

Ministry of Commerce , Ministry of Land and Resources , Genera!

Administration of Cust , State Administration of Taxation , Ministry of

Environmental Protection on Taking Supporting Measures in Respect of
Restraint of the Export of High energy, Pollution-inducing, and Natural
Resource Consumption
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The development and reform commissions, the department( burcau) of finance , the
competent authority of comimerce, the department of land and resources (The
department of land environment and resources, bureau of land and resources, (he
burcau of land resources and housing, the burcau of housing and land, the burcau ol
ptanning and naticnal land and resources ) , of control of al) provinces, autonomous
regions, municipatitics directly under the Central Government, cities under separute
state planning and Sinkiang Production and Construction Cors , Guangdong Branch of
the General Administcation of Customs, Shanghai Specially Dispatched Officc.,
Tianjin Specially Dispatched Office, and all customs offices directly under the
General  Administration of Custom, the burcau of taxation and the bureau
( department)of cnvironmental protection.

The state has taken measures to restrain the export of part of the high enerpy,
pollution-inducing, and natural Resource Consumption from May of this ycar
accordance with the direction of the state council. For the purpose thereof, (he

rclevant matters are noticed as follows :

I. The Necessity of Restraining the Export of High energy, Pollution-inducing,
and Natural Resource Consumption

Recently, the rapid investment in steel, cement, electrolytic aluminum and coke lends
1o the production capacity of the above aimless extension; the rapid incrcase in expar(
of high energy, pollution-inducing, and natural Resource Consumption such as bitlet,
steel ingot, electrolytic atuminum, ferroalloy and part of nonferrous metal, etc, which
worsens the stress of national recourses, raw alerials, transportation and recoursce
cnvironment. The export of billet, rolled stect, FKRIL4E ferroatloy, and coke is
6,058,000.00 tons, 14,230,000.00 tons, 2,190,000.00 tons and 15,010,000.00 tons and

the growth rate is 312.1%. 104%. 348%. 20.5% and 2% respectively and the
growth in export of the above products early this year is 262.4%., 154.1%. 21.9%.

17% and 16.2% compared with the time of last year. Additionaily. the export of

zinc, tungsten, tin, stibium, other nonferrous metal and high encrgy,
pollution-inducing, and natural Resource Consumption such as yellow phosphorus,
calcium carbide increases extensively too.
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The extensive cxport of high encrgy, poliution-inducing, and natural” Resource
Consumption worsens the shortage of coal, power, petrol and shipping and the stress
of resources environment. The power consumption of R 5L 43, billet, rolled steel,
ferroalloy, and yellow phosphorus exporied in 2004 in the producing stage is up o 49
billion kilowatt, which rakes 82% of the total electricity shortfall and if taking the
shipping stage into account, the power consumed will be much more. Most of the high
encrgy products are high pollution-inducing. The discharge of exhaust gas and liquid
waste (rom the production of coke, the fluoride from the production of electrotytic
aluminum and the dust from the production of feroalloy are all high
pollution-inducing. Some of the eclectrolytic aluminum enterprises and billet
enterprises arc located inland. The shipping of the raw material from the cast-south
coastal areas to the middle-wesl arcas and shipping back of the products worsen the
shortage  of shipping capacity. The extensive export of high cnergy,
pollution-inducing, and natural Resource Consumption goes beyond the ability of our
power source, resources, environment, and shipping, which affects the sound and
batanced development of the national cconomy. Thercfore, restraint of the export of
high cnergy, pollution-inducing, and natural Resource Consumption is necessary for
implementing the scientific concept of development, reducing the environmental
pollution, solving the resources problem of development and relieving the shorlage of
coal, power, petrol, and shipping.

2. Measures of Restraining the Export of High energy, Pollution-inducing, and
Natural Resource Consumption

The State Councit has approved the relevant departments o take a serial of measures

lo control the export of high encigy, pollution-inducing, and natural Resource
Consumption,

2.1 Reduce Export

The export quotas of coal, crude oil, and coke has educed from 0.1 billion tons in
2003 to 80 million tons in 2005, from 5 million tons in 2003 to | million in 2005 and
from 14.72 million tons in 2004 to 14 mitlion tons

2.2 Withdrawal or Reduction of Export VAT Refund Entitlement

The export of VAT refund of electrolytic aluminum, ferroalloy, yellow phosphorus,
and calcium carbide and other high energy products was withdrawn on Jan. 1™, 2005,
f steel of primary products was withdrawn in April, of the rolted steel has been
reduced (rom 13% to 11%. The export of VAT refund of rare earth metal, rare carth
oxide, rare earth salts, metallic silicon, molybdenum minerals sand, and ore
concentrate, light dead burnt magnesite, fluor, pencil stone, carborundum and part of
the primary lumber products was withdrawn on May 1*, and the export of VAT
tefund rate of the coal, zinc, tungsien, tin, stibium and their products was reduced to
8%. The export of VAT refund of electrolytic mangancse was withdrawn on Aug. 1%,

2.3 Levying Export Tariff
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Export customs tax was imposed on urca from Jan. 1°" this year, and the export

customs tax rate of RERILAB is 5%. The customs tax rate of yellow phosphorus

increased from 10% o 20% temporarily and the export customs rate of silicon and
iron increased from 0% to 5% temporarily.

2.4 Cease Processing Trade

The state has listed coal, coke, yellow phosphorus, steel products and rare carth
products into the prohibited catalogue of processing trade successively, and listed
alumina, ferroalloy mine into the prohibited catalogue of processing trade, in addition
lo ceasing examining and approving the new processing trade contract.

3 The Implement of the Supporting M res on Ceasing the Processing Trade
of Alumina, and Ferroalloy Mine

In recent years, the investment in alumina and ferroatloy is increasing extensively and
the increase in products is too fast. Ceasing the processing trade of alumina will do
good to the import of alumina and the export of clectrolytic aluminum and in the saime
time will lead to the price reduction of alumina in intcrnational market and the price
rise of electrolytic aluminum in the international market and at last lead to the price
rise in domestic market. Ceasing the processing trade can also build a fair competition
environment for electrolytic aluminuim and ferroalloy and in general is good for the
above industry. However, due to the outcome of the above is far beyond the need of
the market, this industy falls into hardship in gencral currently, and some of the
enterprises suffer losses. The local governments should do what they can to relieve
the hardship of electrolytic aluminum and ferroatloy industry.

3.1 The Approved Processing Trade Contracts Lefore Ceasing the Processing
Trade Allowed to be cxecuted

The state will not examine and approve the new processing trade contracts after
listing the import of electrolytic aluminum and ferroalloy into the prohibited
catalogue. And as for the processing trade contracts approved by the departments of
commerce and filed in the custors are allowed to be executed in accordance with the
curmrent processing trade policies.

3.2 Swudy of the Relevant Tariff Policy

In order to protect the domestic resources, encourage the import of resources goods
and enhance the sound development of the clectrolytic aluminum and feroalloy,

compounded with the stipulation of the tariff scheme of the next year, we study the
relevant tariff policy.

3.3 Perfect the Power Pricing Scheme for the High Energy Enterprises

Stick to the policy of different power price, raise the power price of low voltage and
teduce the power price of high voltage taking into account of the power price reform
to enlarge the gap of different voltages. In the power rich areas, we cal pool the
electrolytic aluminum cnterprises with power stations to reduce the costs of




electrolytic aluminum. And we should perfect the peak and low consumption and high
and low water flow period power pricing policy to enlarge the price discrepancy
between peak and low, high and low water time to reduce the costs of ferroalioy.

3.4 Prefect the Credit Policy

To carry an overall evaluation of the key national control industry, such as steel,
electrolytic aluminum, cement, coke, and ferroalloy, etc on carvying out the national
control policies in order to provide industry investment risk warning and policy
information dirccting and at last to serve the monetary institutions to better grasp the
loan direction and to provide credit support to those enterprises and projects who is in
accord with the national industry policy and credit principle.

3.5 To Secure the Social Order

The local governments and departments shall implement the suppotting mcasurcs
carnestly to help the enterprises out of the hardship and difficulty, get known of the
operating situation of the enterprises, and study and report of the problem arousing
after ceasing the processing tradc.
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