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Executive Summary

UNDP, CICETE, and ACEE reached an initial cooperation agreement at the beginning of this year. After frequent discussion with UNDP, carefully preparation for the initial procedure, the Project Documents was finalized, Two Year Work-plan was created, and an UNV was recruited. The three parties signed the official agreement in June. The project was officially launched on Project Steering Committee (PSC), 25th June, which also set up PSC and Project Management Office (PMO) and issued PSC Charter and PMO Statement. The project execution during this year keeps pace with annual plan.
So far, the project has successfully accomplished all annual planned activities. The project execution of PMO is highly recognized by senior officials of Government and United Nations Development Programme.
I. Background and Significance 
Energy and environmental problems have exerted a significant impact on the sustainable development of human society. In November 2011, the Secretary-General of the United Nations put forward a proposal to fulfil universal access to sustainable energy before 2030, as well as the goal of doubling the proportion of renewable energy in the global energy structure. In China, along with the speed of sustained economic and social development, the total energy demand continues to grow rapidly, and the proportion of fossil energy in the energy consumption structure remains high. The excessive reliance on fossil fuels not only accelerates the depletion of fossil energy resources, but also causes increasingly serious environmental problems. China has become the largest emitter of greenhouse gases.
In order to effectively cope with the grim situation of global climate change, the Chinese government has formulated a binding target: “In 2015, non-fossil energy shall account for 11.4% of the primary energy consumption; By 2020, non-fossil fuels shall account for 15% of primary energy consumption; carbon dioxide emissions per unit of domestic GDP shall be reduced by 40%-45% compared to 2005.” Developing various types of renewable energy, including biomass energy, as well as focusing on local consumption is effective ways for China to achieve less carbon dioxide emissions and fossil fuel alternatives. In the renewable energy development “12th Five-Year” Plan released by the National Energy Board, it is clear that in the 12th Five-Year period, China will build 200 green energy demonstration counties and 100 new energy demonstration cities; carbon emissions trading pilot will be implemented in Beijing, Tianjin, Shanghai, Chongqing, Hubei, Guangdong and Shenzhen; the total energy consumption of each province and autonomous region will be capped. Therefore, energy-saving and greenhouse gas emission reduction will become an important part of society and economy in the 12th Five-Year period.
As a clean, renewable energy, biomass energy is renewable and carbon neutral. In terms of the ecological cycle of biomass, zero emission of carbon dioxide can be achieved by using biomass as en energy. 10,000 tons of biomass solid fuel can help to achieve emissions reduction of a net amount of 13,200 tons of CO2; biomass fuel contains almost no sulphur, and its usage will significantly reduce the sulphur dioxide and other harmful gas emissions.
China abounds in biomass resources. Statistics show that China’s annual crop straw resources amount to more than 800 million tons, of which 300 million tons could be used as energy, equivalent to 150 million tons of standard coal; meanwhile, approximately 100 million tons of forestry residues are underexploited, an equivalent to 50 million tons of standard coal. 
The outstanding features of biomass energy include:
· Being the energy source with neutral carbon emission, it is most suitable for agricultural  countries like China;
· Being the only source of energy that can be directly converted into liquid fuel vs. energy from solar, wind, or hydro;
· being the only energy source that can directly generate income for farmers in their farming, adding value in poverty alleviation and the development of the local economy;
· being mostly ecosystem friendly thanks to the reduced dependence of rural communities on constant firewood collection and substitution with fossil fuels in industrial application.
“Bioenergy options provide significant socio-economic benefits along with large potential for carbon-emission reduction and promotion of biodiversity in degraded lands. The potential for bioenergy is high for developing-countries of South-east Asia, Sub-Saharan Africa, and South America”
. Therefore, bioenergy development and utilization has broad prospects for development, resulting in not only emissions reduction and environmental protection, but also job creation and livelihood improvement for rural communities for agro-biomass collection, processing, and transportation.
Under certain temperatures and pressures, biomass raw material can be moulded into rod, block or granular fuels, and the unit volume energy density will be 5-7 times higher than the original state of the biomass raw material, which is easy to transport and store. It may substitute natural gas, coal and other fossil fuels for central heating, industrial furnaces, home cooking, home heating, and biomass power generation.
Currently, there are about 500,000 small boilers in China, consuming 400 million tons of standard coal annually. Most of the boilers use coal as the main fuel, and have caused severe environmental pollution. Although other alternative fuels, such as natural gas and heavy oil will greatly reduce the emission of pollutants, their high costs limit the large-scale application. If 10% of the small boilers could use biomass pellets instead, for example, they would consume 70-80 million tons of biomass fuels per year and reduce 70-80 million tons of carbon dioxide emissions. In addition, in the biomass-fuelled boilers/furnaces, flue gas and dust is more hydrophilic and easy to remove. Furthermore, there is no sulfur component in the boiler exhaust emissions, and the environmental emission requirements of the boiler flue gas can be achieved without desulfurization. It would be an effective way to replace coal by biomass pellets in boilers to reduce boiler emissions of pollutants.
However, China has yet to develop any flue gas emission standards, pollutant emissions testing methodologies and/or monitoring indicators for biomass-fuelled boilers/furnaces. Therefore, incentive policies could hardly be made to encourage the promotion and application of biomass fuels, and the enthusiasm of fossil energy users to switch to biomass could hardly be stimulated, finally resulting in the “broad market, but closed door” situation, and hindering the dissemination and application of replacing fossil fuels with biomass pellets. 
Therefore, UNDP cooperates with the China International Center for Technology and Exchanges (CICETE) of MOFCOM, the Ministry of Environmental Protection (MEP), the National Energy Administration (NEA), and other relevant government agencies to carry out a demonstration project, Defining Emission Standards of Biomass Pellet fuelled Industrial Boilers/furnaces through Energy Management Contract-Based Pilots. Applying the energy management contract (EMC) approach, the Pilot will define emission standards of biomass-fuelled industrial boilers/furnaces through pilots with industrial biomass-fuelled boilers/furnaces at different types of factories/plants replacing fossil fuels. Through the implementation of this project, detailed data on pollutant emissions and carbon dioxide emissions as well as the technical economy of replacing fossil fuels with biomass pellets will be collected and analyzed. On this basis, this project aims to create the standards and testing methodologies of emissions for industrial biomass fuel end users, as well as a standard system for the environmental impact assessment on biomass-fuelled boilers/furnaces, based on which recommendations on economic incentive policies will be formulated, and finally to promote the commercial application scope and scale of biomass energy, and to promote the development of the biomass pellet industry.

II. Project Implementation Strategy
Through the cooperation of UNDP and domestic governmental agencies and by focusing on its environmental protection and energy saving features, international project management will be adopted to set up national level and local level project offices, give play to the management advantage of various levels of environmental protection, energy, and other governmental departments, fully mobilize the enthusiasm of related research institutions and enterprises in the implementation process of the project, and implement them in accordance with the following basic ideas:
2.1 To give full play to the management advantages of the government agencies. The implementation of the project will be under the guidance of the national and local environmental, energy, and other relevant government agencies. Guidance and participation of government agencies will benefit the standardization of the project, and will provide a good platform for the later promotion of the project.
2.2 To achieve major breakthroughs in key provinces and cities. In provinces and cities where the contradiction between energy supply and demand is obvious, environmental pressure is large, enterprise suitable for the applications of biomass fuel replacing technology is of large quantity, and the biomass fuel application foundation is better, Pilots should be carried out first, and using the experience of a selected spot to finally promote this technology in the entire area.
2.3 To mobilize the enthusiasm of the professional research institutions. In the construction process of the Pilots, professional research organizations will be selected to track the construction and operation management of the Pilot. The experience of project construction and operation will be summarized to form industry norms and standards to guide the healthy development of the industry. .
2.4 To promote a benign cooperation between biomass fuel providers and energy consumers based on economic interests. In the process of Pilots, it is necessary to apply the EMC model in order to reduce energy consuming enterprises’ operating costs, and to stimulate them to actively cooperate with biomass fuel providers to complete the mission requirements of the Pilot.
2.5 To summarize the experience and form industrial standards. Through the investigation of domestic and international biomass application technology and management modes, the project aims to determine a successful mode of technology promotion and business management, through the demonstrations in key provinces and cities, and tracking the actual construction and operation situation of the project, project operating experience will be summarized to form industrial norms and standards, which will be promoted throughout the whole country to spur of the development of biomass energy industry.
2. Key Results

Project Outcomes 

Outcome 1: Research on emission standards, monitoring methodologies, and incentive policies for industrial boilers/furnaces using biomass pellets

Deliverables:
1.1 Emission standards for industrial boilers/furnaces using biomass pellets (Proposal) 
1.2 Emissions monitoring methodologies for industrial boilers/furnaces using biomass pellets (Proposal)

1.3 Incentive policy research report on promoting technologies of biomass pellets replacing fossil fuels 
1.4 Study report on international best practices on emission standards for industrial boilers/furnaces using biomass pellets 

1.5 An up to date status review on application of biomass pellets for replacing fossil fuels in China

Outcome 2：Establishment of pilots and research on EMC-based business model 

Deliverables:

2.1 Pilot site selection criteria

2.2 About 100 biomass pellets replacing fossil fuels pilots

2.3 Final review report on establishment of the pilots 
2.4 Research report on business models of biomass pellets replacing fossil fuels

Outcome 3: Test the emission standards and monitoring methodologies

Deliverables:
3.1 Capacity building workshops for local ACEEs for using the developed emission standards and monitoring methodologies 

3.2 Conduction of tests of the developed emission standards and monitoring methodologies

3.3 Three technical seminars 
Outcome 4: Project Management

Deliverables:

4.1Project Steering Committee meetings

4.2 Project Management Office administrative regulations  

4.3 Project monitoring and evaluation reports
Activities and Outputs 

Activity 1.1 Development of emission standards for industrial boilers/furnaces using biomass pellets based on international best practices and current status of biomass pellets application in China.

Activity 1.2 Development of emissions monitoring methodologies for industrial boilers/furnaces using biomass pellets.
Activity 1.3 Development of incentive policies to promote biomass pellets for replacing fossil fuels
Activity 1.4 Research through study tour on international emission standards for industrial boilers/furnaces using biomass fuels

Activity 1.5 Research through domestic study tours on application of biomass pellets in China in terms of technology, business model, market demand and emission standards

Activity 2.1 Research on and development of pilot site selection criteria and identification of pilot sites 

Activity 2.2 Establishment of Pilots 
Activity 2.3 Formation of assessment methodologies for pilots and documentation of best practices
Activity 2.4 Research on EMC-based business models of the pilots
Activity 3.1 To conduct capacity building workshops for local ACEEs on the developed emission standards and monitoring methodologies 
Activity 3.2 Conduct tests of the developed emission standards and monitoring methodologies 
Activity 3.3 Documentation and dissemination of best practices in applying the emission standards and monitoring methodologies to the pilots

Activity 4.1 Setting up Project Steering Committee
UNDP, CICETE and ACEE signed a tripartite agreement on the working plan of the project on June 25th 2013 and it indicated the project has officially launched and stepped into its implementation. Before the signing, a series of preparation work had been carried out step by step. At the beginning of 2013, the project concept note was carefully made and checked by a group of specialists on its research framework, activities design and overall outputs. In middle of the year, the project officers were arranged to attend the “2013 Biomass Summit” held in Beijing to have an in-depth understanding about biomass’ state quo and its future development, which also benefited them with better sense of how to attach to the practical needs and utilizing scientific methods in their project design. On this basis, the project documents was further refined with specific schedule and a detailed annual budget was created.  
On June 25th 2013, the project national Project Steering Committee was established. Mr.Wang Weili, deputy director of CIETEC, Ms. Cui Shuhong, deputy director of Environmental Impact Assessment Division MEP, and Mr. Patrick Haverman, deputy director of UNDP China were designated to be the co-chair of the national PSC. Department chiefs from ERI, ACEE and other related parties constitute the rest of the national PSC, who would be facilitated by the Expert Panel to preside the project. The Expert Panel would be made up of domestic leading experts, to provide professional consultations and evaluations. 

Activity 4.2 Setting up national and provincial Project Management Offices
According to the Project Steering Committee Meeting, ACEE was assigned to be the executive agency to arrange the project’s national PMO which would take function under the instruction of national PSC. Mr. Li Tianwei and Mr. Ren Jingming were appointed to be the project director and national PMO director respectively.  

In addition, the PMO management regulations and reporting procedures have been formulated, to ensure all the practices performed and each cent spent based on rules. A reporting guideline was prepared to give an overall instruction on the standardized procedures of pilots application and construction and mark it clearly with each party’s responsibility.

Local PMO set in Guangdong province and the first group of pilots launched.
The first national PSC meeting decided to set up provincial-level PSC and PMO in Hebei, Jiangsu, Zhejiang, Guangdong and Fujian respectively. Following that resolution, in October Guangdong Province established its local PMO and held its kick-off meeting for the first group of pilot projects. The Guangdong PMO would be in charge of all of its local pilot projects and responsible for the outcome. On the meeting, basic information was introduced to the relevant enterprises and related local departments, which intrigued most local enterprises to join in. The meeting also announced management regulation and procedures of application and construction. 

Activity 4.3 Monitoring and Evaluation

Sustainability

N/A
Partnership Effectiveness

Since the project involves environmental assessment, formation of related standards, national policy research, business mode research and other aspects, its responsible parties must be national authoritative research institutes, or institutes which have unique advantages in the field. According to this principle, the responsible parties for the planned project activities include ACEE, Energy Research Institute (ERI) of National Development and Reform Commission (NDRC), China Renewable Energy Society (hereinafter referred to as CRES), and the School of Economics of Beijing Forestry University (hereinafter referred to as SEBFU).During the project formulation process, UNDP identified and verified that the above mentioned responsible parties are eligible for implementing the project activities and contractual service agreements will be made with the Implementation Partner, which is CICETE in the case.

The project is enjoying a very good partnership with it partners which are very responsive to the projects needs. The partners have an active engagement and provide support to the project upon request providing for good cooperation.

Cross-cutting Issues 
N/A

6. Project Management and Oversight

Implementation status

During 2013, the progress against the annual plan and qualify of implementation arrangement was satisfactory; management and oversight from PMO, PSC and UNDP was of sufficient quality; overall the project is progressing well and for most part on track and has to be seen as being well positioned to meet its objectives.
Human Resource Management
The project management is going smooth and there is good coordination between the national level and local level. The staffs are adequate and UNDP office provides good support related to the projects procurement. In addition, an UNV was recruited for the project implementation at the end of 2013.
Monitoring and Evaluation

N/A
Risk management

There has not been any change to the project identified risks. Here is the risk log:
	#
	Description
	Date Identified
	Type
	Impact &

Probability
	Countermeasures / Mngt response
	Owner
	Submitted, updated by
	Last Update
	Status

	#
	Enter a brief description of the risk

(In Atlas, use the Description field. Note: This field cannot be modified after first data entry)
	When was the risk first identified

(In Atlas, select date. Note: date cannot be modified after initial entry)
	Environmental

Financial

Operational 

Organisational

Political

Regulatory

Strategic

Other

Subcategories for each risk  type should be consulted to understand each risk type (see Deliverable Description for more information)

(In Atlas, select from list)
	Describe the potential effect on the project if this risk were to occur

Enter probability on a scale from 1 (low) to 5 (high) 

P = 

Enter impact on  a  scale from 1 (low) to 5 (high) 

I =

(in Atlas, use the Management Response box. Check “critical” if the impact and probability  are high)
	What actions have been taken/will be taken to counter this risk

(in Atlas, use the Management Response box. This field can be modified at any time. Create separate boxes as necessary using “+”, for instance to record updates at different times)
	Who has been appointed to keep an eye on this risk

(in Atlas, use the Management Response box)
	Who submitted the risk

(In Atlas, automatically recorded)
	When was the status of the risk last checked

(In Atlas, automatically recorded)
	e.g. dead, reducing, increasing, no change

(in Atlas, use the Management Response box)

	1
	In-kind contribution from local industrial partner(s) is not in place in time
	During Project implementation
	operational


	Potential impacts on inter-governmental regional co-operation

P = 2

I = 4
	Potential countermeasures are beyond the competency of project management
	UNDP/CICETE
	By UNDP in project formulation
	
	

	2
	Developed emission standards are not accepted by MEP 
	During Project implementation
	Operational 


	Potential impacts on SAP implementation

P = 2

I =  2
	MEP should be well informed through PSC meetings; coordination with MEP should be well handled by ACEE (PMO)
	PMO
	By UNDP in project formulation
	
	

	3
	Developed emission monitoring methodologies are not accepted by local ACEEs


	During Project implementation
	Operational 


	Potential impacts on NSAP implementation

P = 1

I = 3
	ACEE (PMO) to encourage active participation of local ACEEs in developing the methodologies
	PMO
	By UNDP in project formulation
	
	

	4
	Industrial partners (Stakeholders) unwilling to participate
	During Project implementation
	Operational 


	Potential limitation of stakeholder engagement 

P = 1

I = 1
	PMO to encourage local ACEEs to engage industry sectors in  implementation
	PMO
	By UNDP in project formulation
	
	


Communication and advocacy
The project will develop a communications strategy in the first year, which will be updated annually and have its implementation supported by a communications, education and awareness specialist. This will include capturing and disseminating lessons learned for review at PSC meetings in order to demonstrate the direction and management of the project, and shared with project stakeholders as appropriate. A full colour popular style project completion report will document the project’s stories, achievements and lessons learned at the end of the project.

Results from the project, as well as the awareness raising materials, will also be disseminated within and beyond the project intervention zone through a number of existing information sharing networks and forums. The project will identify and participate, as relevant and appropriate, in scientific, policy-based and/or any other networks, which may be of benefit to project implementation though lessons learned. The project will identify, analyze, and share lessons learned that might be beneficial in the design and implementation of similar future projects. Identify and analyzing lessons learned is an on- going process, and the need to communicate such lessons as one of the project's central contributions is a requirement to be delivered not less frequently than once every 12 months. 

4. Financial Management
	

	Source of Fund
	( Year ) Budget
	Expenditure

	Expenditure Vs. Approved project budget by source of funding


	UNDP 
	N/A
	N/A

	
	Government Cost Sharing 
	USD250,806 
	USD56,265.2

	
	Third Party Cost-sharing
	N/A
	N/A

	
	Other (please specify)
	N/A
	N/A

	
	Total
	USD250,806
	USD56,265.2


	Output
	Activities
	Source of Funding
	Budget Description
	Annual Budget

(USD)
	Annual Expenditure (USD)
	Note

	Output 1
Research on Emission Standards, Monitoring Methodologies, and Incentive Policies for Industrial Boilers/Furnaces Using Biomass Pellets


	1.4 Research through study tour on international emission standards for industrial boilers/furnaces using biomass fuels
	30071
	74500 visa fee
	
	3,282.45
	－

	
	
	
	72125 consultancy service 
	
	5,519.75
	－

	
	
	
	74500 bank charges
	
	33.00
	－

	
	
	
	Sub-total 1
	
	8,835.2
	－

	Output 4:
Project Management


	4.2 Set up national and provincial Project Management Offices
	30071
	71300 local consultant
	
	18,327.04
	－

	
	
	
	71600 travel
	
	644.13
	－

	
	
	
	74500 UNDP ISS
	
	22,334.88
	－

	
	
	
	75100 UNDP GMS
	
	6,599.15
	－

	
	76130 unrealized gain
	
	-475.21
	

	
	Sub-total 4
	
	47,429.99
	－

	
	Total
	
	56,265.20
	－


5. Management recommendations
The management performance of 2013 is adequate. No management recommendations are needed for 2014.

6. Annexe/s
 Annual Project Report 
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