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Guidance Opinion of Further Guiding and Regulating the Direction of Overseas Investment

State Council issued [2017] No. 74
The provinces, autonomous regions and municipalities directly under the Central People's Government, the State Council ministries and commissions, the institutions directly under the National Development and Reform Commission, the Ministry of Commerce, the People's Bank of China and the Ministry of Foreign Affairs of the Ministry of Foreign Affairs on the direction of further guidance and norms of foreign investment guidance has been agreed with the State Council, is forwarded to you, please seriously implement.

Office of the State Council
August 4, 2017


On further guidance and specification on the direction of overseas investment

In recent years, Chinese enterprises have increased their pace on overseas investments, improved scales and efficiency, which largely accelerated the “going out” process of related product, technology and service. It furthermore accelerate the upgrading of domestic economic transition, deepened mutually beneficial international cooperation between China and related countries, and promoted the establishment of “Belt and Road” Initiative and cooperation of international production capacity.

At present, the international and domestic environment is undergoing profound changes。Therefore, Chinese enterprises is not only facing opportunities but also risks and challenges during overseas investments. 

In order to strengthen the macro guidance of the overseas investment, further standardize and guide the direction of overseas investment, promote sustainable, orderly and healthy development of overseas investment, effectively avoid various risks, and meet the needs of national economic and social development, the following guidelines are issues thereinafter:

1. Guiding Ideology

This document is based on principles of implementing the gist of the 18th CPC national congress, and the third, fourth, fifth and sixth plenary sessions of the 18th CPC central committee, the spirits of Xi Jingping’s important speeches, insights of governance and political innovation, new concept and strategies. 

This is in accordance with decisions and strategies by the General Secretary of the Communist Party and the State Council, to comprehensively carry out “Five-in-One” and coordinative implement “Four Comprehensives” strategic layout. Adherence of people-oriented development, overall theme of steady process, strengthening development concept of innovative, harmonious, green and open and shared development. Committing to the strategy of mutual benefit and opening-up,  establishing more comprehensive, in-depth and diverse environment for openness. 

Furthermore, considering supply-side structural reform as the underlying theme, the “Belt and Road” development as guidance, to deepen the reform of oversea investment system and mechanism, further Guiding and Regulating directions of overseas investments by enterprises, driving the oversea investment’s continual sound development, implement mutual benefit and common development with the host country.    

2. Basic Principles

· Enterprises taking the lead. The decisive role of the market in the allocation of resources and the role of government in the field of foreign investment should be fully utilized. With the enterprise taking the lead and market orientation, overseas investment should be made in accordance with business principles and international norms. Under the guidance of the government, the enterprises should make decisions independently, taking sole responsibility for their profits and losses, and risks.

· Deepening the reform. China shall innovate the relevant system and mechanism, improve the convenience of overseas investments, further promote lean and decentralized governance, combine government supervision and deregulation, promote the optimization of service reform, adhere to the filing-based administrative system for overseas investments, implement a marketization yet regulated operating mechanism for capital expenditure, and guide and regulate the directions of overseas investments by Chinese enterprises based on the scheme of “encouraged development + negative list”.

· Adhering mutual benefit principle. Government shall guide enterprises to fully consider specific conditions and needs of host country, emphasis mutual beneficial cooperation with local government and enterprises, creating sound economic and social benefits.    

· Preventing risks. Government shall abide by the general principle of pursuing steady progress, consider overall strategy of China’s economy and diplomacy, obey laws and regulations, reasonably seize the focus and pace of overseas investments, proactively monitor the situation  before, during and after any overseas investment, and effectively manage all types of risks.

3. Encouraged Overseas Investments

China shall support capable and qualified domestic enterprises to actively and prudently invest overseas, in order to promote the “Belt and Road” initiative, deepen international cooperation of production capacity, facilitate the export of high standard production capacity, high quality equipment and appropriate technologies, strengthen China’s capabilities of technological research, intervention, and manufacturing, make up for China’s shortcomings in energy and resources, and achieve higher performance through upgrades in relevant sectors.

Domestic enterprises are encouraged to:

1) Focus on promoting investment in infrastructure that is conducive to the construction of "Belt and Road" and the connectivity of surrounding infrastructure.
2) Steadily carry out overseas investment that will drive the output of superior production capacity, quality equipment and technical standards.
3) Strengthen investment cooperation with foreign high-tech and advanced manufacturing enterprises and encourage the establishment of r&d centers abroad.
4) It is prudent to participate in exploration and development of energy resources such as oil and gas and mineral resources on the basis of prudent assessment of economic benefits.
5) Work to expand agricultural cooperation and carry out mutually beneficial investment cooperation in areas such as agriculture, forestry and pastoral fishing.
6) Promote overseas investment in services such as trade, culture and logistics in an orderly manner and support qualified financial institutions to set up branches and service networks abroad and conduct business in compliance with the law.

4. Restrictions on Overseas Investment

Restrict domestic enterprises to carry out overseas investment which is incompatible with the foreign policy of national peace development, mutual benefit and win-win opening up strategy and macro-control policies, including:

1) Overseas investment in sensitive countries and regions that need to be restricted by the bilateral multilateral treaties or agreements concluded in China without diplomatic relations, war or China's conclusion.
2) Overseas investments such as real estate, hotels, cinemas, entertainment, sports clubs and so on.
3) The establishment of an equity investment fund or investment platform without specific industrial projects abroad.
4) Use backward production equipment that does not meet the technical standards of the investment destination country to carry out overseas investment.
5) Overseas investment which does not meet the environmental protection, energy consumption and safety standards of investment destination countries.

Among them, the former three categories must be approved by the competent department of overseas investment.

5. Prohibited overseas investment

It is forbidden for domestic enterprises to participate in any overseas investment that may endanger national interests or national security, including:

1) Overseas investment involving the export of core technologies and products without state approval.
2) Overseas investment using China's export ban technology, technology, products.
3) Overseas investments such as gambling, pornography and so on.
4) Overseas investment prohibited by international treaties concluded or acceded to by our country.
5) Other overseas investments that endanger or may endanger the interests of the state and the state.

6. Protective Measures

1) Implementing classified guidance. To encourage overseas investment, China should further improve the service level in the areas of Taxation, foreign exchange, insurance, customs and information, so as to create more favorable conditions for enterprises. To restrict overseas investment, China should guide enterprises to participate prudently and give necessary guidance and advice in combination with the actual situation.
China should take effective and effective measures to control overseas investment that is prohibited.
2) Improve the management mechanism. Strengthen the authenticity and regulatory review of overseas investment and guard against fraudulent investment practices.
Establish a blacklist system for foreign investment and impose a joint punishment on illegal investment practices.
Establish inter-departmental information sharing mechanism.
Guide domestic enterprises to strengthen supervision and management of foreign enterprises under their control, and establish and improve the system of foreign investment decision-making, financial management and accountability.
Establish an overseas investment capital system for state-owned enterprises. Improve the auditing system for overseas investment by state-owned enterprises and safeguard the safety of foreign state-owned assets.
3) Improve service level. Formulate rules for the conduct of overseas investment, guide enterprises to establish and improve the risk examination, control and decision-making system of overseas compliance management, have an in-depth understanding of foreign investment cooperation policies and regulations and international practices, comply with local laws and regulations and legitimate business.
Strengthen cooperation with relevant countries in investment protection, finance, personnel exchanges and other aspects and create a favorable external environment for enterprises to invest overseas.
Support the development of domestic asset appraisal, legal services, accounting services, tax services, investment advisors, design consulting, risk assessment, certification, arbitration and other relevant intermediary organizations, provide market-oriented, socialized and internationalized business consulting services for overseas investment and reduce the risk of overseas investment in enterprises.
4) [bookmark: _GoBack]Enhanced security. Regularly publish “Report of the Overseas Country investment facilitation situation”, strengthen the guidance and supervision of enterprises investing in high-risk countries and regions, promptly issue warning and notification of major national political, economic and social risks, propose countermeasures and countermeasures and safeguard the legitimate rights and interests of Chinese enterprises effectively.
Urge enterprises to conduct safety risk assessment of overseas projects, prepare the project safety risk prediction response, establish sound security system, strengthen security training, improve the prevention and control of foreign investment in enterprises.

All localities and departments shall follow the requirements of this opinion, pay attention to the direction and focus of overseas investment to strengthen organizational leadership and overall coordination, implement responsible work duty, formulate supporting policies and measures, promote related work and guarantee the effectiveness.
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