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A. CONTEXT
I. Description of the Subsector

fn 1974 the first theory blaming CFCs for destroying the ozone layer was presented.
Alter o few vyears of imitial skepticism towards this finding, the ozone hole over
Antarctica was discovered and the world community was convinced that large-scale ozone
destruction was taking place. Stratospheric ozone in its natural state is constantly being
duestroved and regenerated by natural photochemical processes. However, a clear link had
hecn established between the release of man-made chemicals into the air and the rapidly
declinimyg presence of ozone in the stratosphere.

A damaged ozone layer would lead to increased amounts of harmful ultraviolet radiation
reaching the carth surface causing sertous threats to human health, animals, plants and
materials. Some of the potential negative impacts of a thinner ozone layer are widespread
cve cataracts, increased incidence of skin cancers, slower growth of plants and crops, as
well us reduced ocean plankton.

Realizing the dangers of ozone layer depietion, Governments adopted the Vienna
Convention (1983) and the Montreal Protocol on Substances that Deplete the Ozone Laver
{1987). as well as amendments to the Protocol in London (1990), Copenhagen (1992),
Vienna (1993) and Montreal (1997). The Montreal Protocol and i1ts amendments set out a
schedule to reduce consumption and production of Ozone Depleting Substances (ODS)
and has up to now been ratified by 172 countries. [ndustrialized countries (Non-Article 3
Parties) basicatly eliminated Halon consumption as of 1 January 1994 and CFC
consumption as of I January 1996, except for so called essential uses. Developing
countries (Article 3 Parties), including China, have agreed to frecze most CFC
consumption on 1995-1997 averages from July 1999, to reduce this consumption by 30%
ly 2005 and to fully eliminate CFCs by 2010.

F'o assist developing countries 1n their effort to phaseout ODS and meet the control
measures specified under the Montreal Protocol, the Multilateral Fund (MLF) was
cstablished in 1990, The MLF is managed by an Executive Committee (ExCom)
responsible  for the allocation of funds among participating countries, including
preparation and implementation of the corresponding policies, standards and procedures
i the nulization of the MLF. The MLF Secrctariat manages the dav-to-day business of
the ExCom.  Project activities under the MLE are carrted out by four implementing
avencies; UNDP, UNEP, UNIDO and the World Bank.

(S arc used in a number of applications in China; e.g. as cooling agents in refrigerators
and wir conditioners, blowing agents in different kinds of foamed piastic products, for fire
fichting purposes and as solvent for electronic and metal cleaning. ODS solvent
consumers in China are present in many different industries including electronics, post
and 1cic-communication, aviation and astronavigation, light industry, textile, mechanics,
mudical appliances, automobiles and precision instruments. The two main ODS solvents
are CIFC-113 and TCA. A smaller amount of CTC is also used as soivent.

fn 1997 the soivent sector accounted for about 11,500 tons ODS or 16 % of the country’s
total ODS consumption. However, there are a large number of primarily small consumers



in the solvent sector, in the range of 1,800 — 2,200 enterprises. This accounts for an
cstimated 40-30% of the total number of ODS-using enterprises in China. In addition, the
solvent sector includes many new and fast developing industries (information technology
scetor for example) and under an uncontrolled scenario the ODS solvent consumption
would grow rapidly in the coming years (see Solvent Sector Plan Chapter 11 A).

2. Host Country Strategy

"hina ratified the Montreal Protocol in 1991 and the China's Country Programme for
(izone Depleting Substances Phaseout was approved by ExCom in 1993, The Country
Provramme sets out the framework for China's actions to meet the requirements of the
Montreal Protocol.  Based on experiences gained from earlier years of project
implementation, the China Country Programme was updated in 1999 to reformulate the
country's strategy to more effectively meet the ODS phaseout targets.

The Country Programme Update (CP Update) gives attention to new guidelines provided
by MEE ExCom regarding incremental investment and operational cost calculations,
operation, and implementation of sector plans, substitute technologies, as well as
reeulations and policies established suitable to the market economic system. During
preparation of the CP Update, ODS production, consumption, import and export data was
stirveved and analyzed.  The overall phaseout strategy and phaseout plan for sectors
concerned was further developed. The policy, monitoring and supervision system was
revised and improved.

F'or achieving the proposed ODS phaseout targets efficiently and effectively, China has
setup an important policy framework (further reference is made to the CP Update). The
man policies are:

Production Management Policy. China is strictly controlling or banning the installation
o facilities which are new, expansion, modernization of ODS production and
consumption projects.  China has introduced a tradable production quota system to
control Halon and CFCs production, including all Halon and CFC producers. Annual
quota will be reduced gradually through a bidding system according to the approved
Scctor Plan for Halon Phaseout and Sector Plan for CFCs Production Phaseout.

Import and Export Management Policy. While introducing the production quota
svstem, Chma has also introduced ODS import permit and quota system. All the
importers and enterprises that need to import ODS, should apply for import permit
loliowing the related regulations. By controlling domestic production and by introducing
tmnort management policy to control the ODS import, the domestic supply of ODS can be
controlted.  An export registration and reporting system will be introduced. Export
rewsstration and reporting system aims at collecting accurate information on domestic
DS production, and to control the illegal trade of ODS. China is going to adopt strict
penalties tor the illegal ODS trade.

Consumption Management Policy. The essential uses and non-essential uses areas
for ODS products is/will be identified according to the changes of situation. Bans will be
issucd tor uses of ODS products of non-essential use. China will also issue bans on
consumption of ODS for specific sectors or implement ODS consumption quota system
according to the requirements of related sector plans.




i

Product Quality Management Policy. China will continue to design product quality
standards, environmental standards, and standards for safety for ODS substitutes/products
i order to improve the quality of substitutes/products and in order to ensure the ODS
phascout process moved smoothly.

I'nvironmental Labeling System. To encourage substitution, China will continue
o revise the requirements related to envirenmental labeling and issue environmental
tabels to ODS substitute products. .
Other Policies. China will continue to implement other related policies, including
hans. policies for recycling and recovery, management for service of products using ODS,
poiey for mdustry restructuring, policy for development management.

Maonitoring and Supervision. China will continue to establish @ monitoring and
supernvision system for ODS phaseout. This system inciudes data registration, reporting
and  monitoring system, management information system, as well as enforcement
mstruments. This system will increasingly be relied upon to track phaseout performance
and cnsure compliance with the phaseout targets as established in the CP Update.

Ciinais currently both the largest ODS consumer and ODS producer in the world. With
around one third of the avaitable MLF funding zllocated to China, a laree number of ODS
phascout projects is being implemented. Traditionaily the phaseout projects have been
carned out on individual enterprise level. However, to more efficiently and rapidly
phascout ODS, China has been promoting the development of sector plans, where funding
s approved tor complete phaseout of all ODS used in one sector. Such sector approaches
provide the Chinese Government with more flexibility in the use of the funds, compared
to mdividual projects that are subject to a number of specific ExCom rules and
repndations. Sector Approaches also ensure a better integration of Government policies
and phaseout actions, than achieved by implementation of individual projects. Sector
approaches have been approved by the ExCom for phaseout of Halon, CFCs used in
Mobiie Alr Conditioners and for CFC Production. While giving more flexibility in the
miplementation, the sector plan also shifts more responsibility for achieving targets to the
Recmpient Country.

3. Prior or Ongoing Assistance

ENTPMP projects started implementation in China in 1993, More than 100 projects
have since been approved.  On the invitation of State Environmental Protection
Admuistration (SEPA), the designated Chinese Government Coordinating Agency for
Ozone Laver Protection, UNDP was the lead agency in developing China's Country
Programme for Ozone Depleting Substances Phaseout, as well as the Country Programme
Endate. The vast majority of ExCom-approved projects are technology transfer
investment projects to convert industrial processes into ozone-friendly alternative
production methods. UNDP has focused its efforts on ODS phaseout in Refrigeration,
Foam and Solvent sectors. World Bank and UNIDO are also implementing a large
number of MP technology transfer projects in many subsectors in China.

LNDP has been the lead Implementing Agency for implementation of individual phaseout
projects in China's solvent sector. A total of 26 ODS solvent phaseout projects are being




implemented with financing from MLF. Of the 26 projects, five are technical assistance
and project-preparation projects and 21 are technology transfer investment projects.
UNDP has through technicai assistance projects, funded by MLF, helped China in
establishing a technical center for non-ODS solvent applications (No 46 Institute in
Troypim and a production facility for non-ODS cleaning equipment (No 2 Institute in
Faovwm. The technical expertisce established at the above mentioned institutes will be
fully utitized 1o the implementatton of the Solvent Sector Plan.

With fending from the Swedish Government, UNDP has also provided assistance in
seihing up a technical center in Shanghai (Shanghai Academy of Environmental Sciences -
SALS) Tor ODS solvent phaseout and are currently undertaking three projects to
demonstrate cost-effective phaseout options at small users. These demonstration projects
will heip other small ODS solvent users to identify environmentally friendly, cost-
clicetive alternative cleaning technologies and wifl be an important source of information
and o of awareness raising in the implementation of the Solvent Sector Plan. The
cxpericnce of SAES in implementing these demonstration projects, as well as the transfer
el hnowledge from Swedish Solvent Experts, will also be valuable to the implementation
al the Solvent Sector Plan,

Asthe number of projects grew larger and the size of the projects smaller, China and the
Puplemeniimg Agencies have been working on developing innovative approaches to
cnsure that projects are implemented as cfficiently as possible, this include scctor
approaches as well as umbrella projects where technically or geographically related
proiects are grouped together. In view of the large number of enterprises consuming ODS
solvent. phascout on a project by project basis is not an efficient way for ODS phaseout in
solvent sector. Thus, in 1997, ExCom approved a request from UNDP to prepare a
strategy for complete ODS phaseout in the Solvent Sector in China.

Frnding for closure of production of CFC-113 is covered by the CFC Production Sector
PLin approved by the ExCom in March 1999 and implemented by World Bank. This
project 1s designed to ensure that supply on the Chinese market of CFCs will gradually be
reduced down to zero. The Solvent Sector Plan will be implemented in consistency with
the CFC Production Sector Plan. Production closure ptans for other QDS solvents will
also he developed by SEPA and the World Bank.

4. [nstitutional Framework for the Subsector

In- Mav 1991, the State Council of China approved China’s accession to the MP and
designated what was then the National Environmental Protection Agency (NEPA) to be
(he co-ordinating and organizing body for MP implementation and compliance. Following
ogovernment re-organization in 1998, NEPA was upgraded to the current State
lznvironmental Protection Administration of China (SEPA), a ministry-level organization
hreetly under the State Council in the organizational framework of the Government of
Chma.

The Chinese Government established a National Leading Group for Ozone Layer
Protection of China (the Ozone Leading Group) in 1992 as the highest decision-making
hithoriy tor the overall MP programme in China. The Ozone Leading Group is a task
force for inter-ministry co-ordination at the country level, and now consists of 17 member
mstries, state commuissions, bureaux, and administrations. SEPA is the leader of the




Ovzone Leading Group, and thus is China’s National Co-ordinating Agency for all
Maontreal Protocol programmes and projects that are channeled through the four
fplementing Agencies, UNDP, UNEP, UNIDO, and the World Bank.

tnothis capacity, SEPA assumes the responsibility for the overall management of the MP
procramme o phase out ODS in China. SEPA serves as UNDP's Government counterpart
docney for the preparation and management of all MP projects. For the management of
NP Programme in China, SEPA has established an internal task force for inter-department
cosordination. The task force 1s named the “(Ozone) Programme Management Office
(PN TONT and also serves as the Secretariat for the Nattonal Ozone Leading Group.

Ao magor part of industries using ODS solvent are under the responsibility of Ministry
ol [nformation Industry (MI1), Mil is working as co-ordination line Ministry in the
Sulvent Scetor Plan,

B.PROJECT JUSTIFICATION
1. Probiems to be Addressed: The Present Situation

OIS solvent users in China represent a significant threat to the ozone layer. In 1997, the
socvent sector accounted for about 11,500 tons ODS or 10 % of the country’s fotal ODS
comsumption. The large number of primarily small consumers in the solvent accounts lor
an estimated 40-30% ot total number of ODS-using enterprises in China.

Inoorder to chiminate the threat to the ozone laver and In order to comply with the agreed
phasvont targets committed to by the Chinese Government, all Chinese ODS solvent
consmmers should convert to using ozone-friendly alternatives by 2010, This conversion
o reguire a large number of enterprises investing in new cleaning equipment and/or
retrodnting thewrr current machinery.,  However, the following problems are currently
facine the seetor,

- limited knowledge about alternative cleaning technologies. The alternative
technologies to ODS solvent cleaning are complicated and multi-dimensional. Some
criterprises may use one alternative solvent, some may use non-cleaning or agueous
cleaning and the proper alternative technology can only be found after carcful
dingnosis. Because of the difference of size, technical levels and profit levels, some
alternative technologies applicable abroad may not be applicable m China.

a l.ack of incentive framework for enterprises to undertake phaseout projects.
Many ODS solvent consuming enterprises are not aware of the QDS phascout rules
and regulations, including the requirement to phaseout ODS solvents by 2010, The
cleaning process is often only a minor part of an enterprise's production process,
thus limiting the time and money it is willing to spend on changing to alternative
cleaning technologies. The interest by enterprises to undertake phaseout projects 1s
therelore low,

. lLimited capacity to manage ODS Solvent Sector. Therc are a large number of
ODS solvent consumers distributed ail over China and 1t 1s therefore difficult to
manage the phaseout. Knowiedge of ODS phaseout reiated polices is hmited at the
local Government levels. Enforcement ot ODS polrcies are also further complicated



v the fact that ODS solvent consumers are distributed in a number of different
mdustrial fields making monitoring more difficult.

. [.tmited scope for individual project. Individual projects have taken three years or
mare from project preparation to commisstoming.  That is too long for a minor
production process, as phascout is likely to influence the enterprises’ production.
Phis i turn affects the willingness of enterprises to undertake phaseout projects.
1he project by project approach can also not ensure ODS phascourt on national scale
ne consumption could be transferred from onc enterprise to another.

» Insufficient supply of alternative sofvents at acceptable guality and reasonable
price. Currently the price ot imported aliernative 1s high, local production capacity
= fimited and the quality cannot be assured. therefore one of the major chalienges
facing China in the phaseout of ODS in the solvent sector is to ensure sufficient and
cood quality alternative solvents and cquipment are supplicd to the market at
reasonable prices to meet the increase in demand. [f this situation is not improved, it
could negatively affect the willingness of enterprises. more significantly SMEs. 1a
miudertake phaseout projects, especially in the carlier vears.  This risk is being
reduced by etforts that will be taken by SEPA and MII to put torth a strategy to
improve the attractiveness, avatlability and cost ot alternative solvents.

2. Expected End of Project Situation

At the end of the project, knowledge about non-ODS cleaning technologies and methods
witl have been increased through training programmes, transfer of international expertise
and through experience gained from implementing a large number of phaseout projects.
Natinal expertise will have been built to sustain the non-ODS solvent industry.
Awareness and knowledge of non-ODS alternative cleaning options at the enterprise level
woil heve been raised through advertisement campaigns, through training and through the
fechnicat assistance provided by the national experts.

P 2010 more than 10,000 tons of ODS used as solvent in China will have been phased
oul. Lligible ODS solvent consumers will have been provided with new equipment and
teeantcal knowledge to convert to non-ODS cleaning technologies. Through conducting
mternational competitive bidding and through bulk purchases, equipment will have been
provided in as cost-cffective manner as possible.

Sswareness of Ozone Layer protection rules and regulations will have been raised through
advertisement  campalgns, trarning,  project 1mplementation and  other activities.
Ererprises will be aware of the gradual decline in supply of ODS solvent on the Chinese
murket and interest in undertaking phascout projects will have increased. Incentives to
motivate carly undertaking of phaseout projects will also have been put in place.
Cupacity to implement and monitor the phaseout of ODS in solvent sector will have been
strengthened both at national and local Government level through training activities and
through establishment of an information management system.




3. Tareet Beneficiaries

Myiveet Beneticiaries

woundertaking phaseout projects, receiving equipment and knowledee to change

Loonie nrocesses, witl be the divect honelictaries. National experts and nations

coieal centers will alse benelit divecty from training and inoreased cxposure 1o non

coevery gudividual m Chinee and the rosy o the svarldl as vho

cadiniton wili be oreduced, The Clhisese Crovermmoent wil

from e project, oo the project wall faciitate the selievement of (e

g prroots that the Govermmen! has commitiod psell o under the Slomreal Protocol

oty

4. Projeet Strategy and Tmplementation Arrangements

cor oy prepariion of the Solvent Sector Plan ncluded signilican

sobvent constners, Survevs awere sent ottt oo farve numihs

e ODS consumption cliabic [or fimding according o BaCom polivies,

oot Sector Plan the dota collection nrocesses are summarized.

Povevon D araleoy was then des brased on swrvey resitdis, Tudime chigibiiiy criera
droct e ihe PaCom and fulnre foreeast on prodaction and constmption of G5 wobvens

o snbeiintes. A special Woerkime Group was set up o evaluate the proposal subriiieg o

Sl several revistons were undertaken based on the commentis ol ihe Working Grovp
Cddine hoselne data implementaton mechamsn and phaseout monitormg. AL s 300

o the I xCom aereed to provide China with USS 32 milhon o compleie the

aiboalns sobvents wsed i China by 20100 Avached to this project document 15 the Sofven

P arreed by BxCom (Annex 1),

Cooieeont o the Selvent Sector witl follow a phuased approach, Drst addressimy
cont ol Taree and mediom users, then gradualfy mcluding phascont implomeniation

caatlsers. A phased approach will also be emploved regarding phascout ol

Hosolvants,

UO ] be phased ot by 1 January 2000 and TCA vse will be phased oot by |

ey 20000 Tmplementation of CRO-T I3 and TOA phasceont projects will start

1

Dol aner the start-up ol the Sofvent sector Plan. CFC phaseout will start in

2008 e CTC solvent vse will be phased out by D danuary 2840 Any large and
o soivent user that consumes several ditterent ODS solvents will be requared 1o

el phescout of atl solvents used under one single project.

apply of CFC-113 on the Chinese market 15 being controlled and will gradually be
coivecd o sere under the CFC Production Scctor Plans Supply of TOA and CTC wall be

criroiled ander similar produaction phascout plans, currently being developed. In

dcndition, a number of policy actions witl be undertaken, maeludimyg controiling and
- pe} ok

viocptently banning mmportsiexports of ODS solvents, For OO, a speaiad control

soobinism to ensure that CTC used for (eedstock uses 15 not diverted mito solvent use s
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deseribed in Paragraph ¢ of the Agreement (Annex 2).

As o eertann part of counterpart funding might be required to finance investment in
sltermanve cleaning technologies, many enterprises might be reluctant to undertake
phuscout projects in the early years of the plan. By cnsuring that all ENLETPrises are aware
i supply of ODS solvents will be gradually reduced, the pressure on enterprises to
phascout their ODS solvent use will increase. A mechanism giving further incentives [or
crterprises 1o undertake phaseout projects carly by providing higher funding levels in the
sarte vears of implementation 1s also being considered. China is studying and devetoping
strateaics that can reduce the total cost of phaseout and achieve the ODS phaseout targels
smoathlve Strategies could include promoting the domestic development of sufficient low
cstand wood quality alternative solvents to encourage an carly shift away from QDS
cntat the enterprise level.

1o Solvent Seetor Plan will be executed through Annual Programmes, starting shortiy
niter xCom approval, The Solvent Sector Plan and the associated Annual Programmcs
Wil be managed using annual performance indicators. Funding for meeting China's 2000
phaseont target and making preparations for meeting 2001 phaseout target has been
nrevided o Clinas Funding for 2001 will be provided in January 2001 based on
winsiactory vertfication that China has finished the bidding process for phaseout in 2001
Panding for subsequent years will be made available based on verification that China has
met the phaseout targets agreed upon for the preceding year and has made satisfactory
nreparations for phascout the following year.

Suould China not meet its phaseout obligations as stated in the Agreement (See Annex 2).
indmye for subsequent tranches will be withheld. The total amount of funding wiil also
he reduced. For CFC-113 and CTC consumption phaseout, funding will be reduced on
e hasis of LSS 6.000 per ODP' ton of reductions not achieved in any vear and for TCA
corsumpuion by USS 13,600 per ODP ton of reduction not achieved in any year.

Ul is provided with maximum flexibility in using the agreed funds to meet the ODS
reduction requirements. During implementation of the Solvent Sector Plan, as long as it
i consisient with the Agreement, the funds provided to China may be used tn any manner
thir: China believes will achieve the smoothest possible ODS solvent consumption
pluscout possible, consistent with operational procedures as agreed between China and

DPinthe Solvent Sector Plan, Annual Programmes and the Project Implementation
Manual. The phaseout mechanism will differ between large/medium-sized users and
snailusers. A Project Implementation Manual will provide detailed operational
procedures tor implementation of ODS solvent phaseout projects.

keduction of all ODS solvent consumption in the large and medium users will be
managed through ODS Reduction Contracts. Phaseout will be undertaken by industrial
stibsectors. For each subsector a number of technical phaseout options will be develtoped.
Fhe wligible enterprises wiil bid to undertake phaseout projects on the basis of thesc
standard technical options. Procurement will be undertaken for each ODS Reduction

¢ oatract to supply the enterprise with new cleaning equipment. Somc demonstration

fhn Grone Depletion Potential. Every ODS chemical is given an ODP figure 1o enable comparisons
cervevn chemeals on their impacts on the Ozone Layer.
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protects will be developed with various enterprises in certain subsectors to test out and
draw experience on the conversion technologies and operational procedures of the
atternatives so that it can be extended to the whole subsectors, Careful advance planning
on the schedule of demonstration projects and design of the phascout 1s crucial to achieve

stceessiul resuits.

(1S phascout by the small users will be implemented through a Voucher System. The
Loncher System will provide small users with a system of technical support centers,
ciuipment supplicrs and dealers from which the enterprises can procure technology and
Lnowledoe with therr vouchers, once registered with SEPA. '

sullictent alternative solvent supply of high quality and at rcasonable price can increase
e wost-cifectiveness of the Solvent Sector Plan, minimize the shortage of funds and
rediuce the burdens of the enterprises, especially the SMEs. An operational mechanism
will be developed by SEPA and MIT to promote the development and demestic
nnilacture of good quality alternative solvents and equipment, at reasonable prices to
the market to encourage participation of ODS phaseout activities in the solvent sector.

SUPA has the overall responsibility for ODS phaseout in all sectors 1n China.  Under
AL g Project Management Office (PMO), consisting of International Cooperation
Department. Pollution Control Department and Foreign Economic Cooperation Office
(OO has been established to manage China's MP Programme. For the Solvent Sector
Plhon, SEPA through PMO, will retain the overall management responsibility, will approve
the Annuai Programmes tor submission to ExCom and will formulate policies rclated to
011y sofvent phaseout e.g. on import and export control. SEPA will also coordinate with
siher sector plans, particularly with the CFC Production Sector Plan. MIL will assist
SUPA o coordination activities related to industrial policies and will be mvolved in all
macor decisions regarding the Sotvent Sector Plan.

ihin PMO o and  under its overall policy guidance, FECO assumes the mamn

recponsibility for project management, since FECO s the operational arm of SEPA for the
socunon of environmental projects funded by or through UN Agencies. FECO will be
aessied by a Special Working Group that will manage the detatled phascout work for both
nivestment projects and technical assistance.

Sesee 19970 the Special Working Group has been deeply involved 1n every steps of the
preparation of this sector plan, SWG led the effort to cellect, organize and analyze
cotensive data relating to ODS solvent consumption.  During the several surveys
nedertaken and the many visits to ODS solvent consuming enterpriscs by the SWG, it has
b ontensive knowledge on the ODS consuming enterprises, a thorough understanding
ol the characteristics of the different subsectors and mmvaluable information on alternative
fecnnolovies. | Through  participation in the design, formutation, negotiation and
Heanzation of this sector plan, the SWG has acquired unique and in-depth knowledge and
nnderstanding of the complex issues ot the solvent sector in China, This experience will
he crucial i the identification and implementation of ODS solvent phasecout projects.
T contacts established by the SWG with key actors in the implementation of the
Sofvent Sector Plan, e.g. industrial associations, technical centers. technology
associations etc. made 1t uniquely qualified and placed it in an excepticnal position to

clfectively organize the network of national experts and phaseout activities needed to
mmplement the Solvent Sector Plan.



As already identified under Chapter VI Operating Mechanism of the Solvent Sector Plan
it designated by PMO, PMO will be assisted by the Spectal Working Group established
for the solvent sector, therefore the Special Working Group will be responsible for
formulating the Annual Programme and will monitor all phaseout actions undertaken in
the salvent sector. As the work load of managing the many phasecout projects is expected
to b large. the Special Working Group will be assisted by a Domestic Implementing
Avency {DIA}, that will deal with the day-to-day operations of the ODS Reduction
Cantract program and the Voucher system. The DIA will either bv itself or through
cooperating with a Tendering Company undertake equipment prOCLfren1ent. The DIA wili
be clected through international competitive bidding and will be compensated for
seeviees rendered under separate funding from this project,

Fist70y and the Special Working Group, with support of DIA, will ensure that all large and
madnm sized enterprises arc commissioned, that all ODS equipment is scrapped and that the
ciivrprise will stop using ODS solvent. FECO and the Special Working Group. with support of
o LA sl undertake spot-checking of the phascout projects implemented with the small
wera with atarget of verifying results in 23% of vouchers (on a CFC-113 volume basis.).
Pragress under the Solvent Sector Plan and Annual Programmes will be monitored by a Solvent
Sector Management {nformation System (SSMIS), with periodic progress reports prepared by
DIATFECO and UNDP as appropriate.

PO through its Finance and Accounting Division (FAD)., will establish and manage a
Solvent Sector ODS Phaseout Account that will handie alt MLF funds for the Solvent
Svetor Plan.

Attac request of FECO, UNDP may provide support services to the national execution of
this project. Specifically, UNDP China Country Office may provide the following

SNPNOTE SErvices:

- Recruit international sector experts mainly for the following work:

1} develop standard technical phaseout options for cach subsector:

) assist in the determination of funding levels {or each subsector and
phaseout cost threshold per subsector;

c) prepare generic equipment specifications and terms of reference for

sub-contracts:
training for and certification of national experts:
general quality control and technical backstopping.

')

—~
—_
— e

On an cxceptional basis to the normal procedure ot quarterly advance and
disbursement by FAD, review and process direct payment from FECO.

DD Montreal Protocol Unit will, in consultation with FECO and UNDP China Country
Crtiew. wdentify international sector experts and secure their availability.

osls for such support services provided by UNDP will be financed from separate funding
SUUTCCS.




An Alternative Technical Support System (ATSS) will be set up to assist in the technical
manazement of the many phaseout projects. The system will consist of three alternative
technoloey support centers, a limited number of quahified local manulacturers designing
and producing alternative cleaning cquipment, national experts and solvent dealers
iliited o recommend alternative technologies and/or systems, o selected number of
lacal manutacturers skilled at developing and producing alternative solvents and
fndustrial associations to assist in identifying small users and promoting phaseout actions.
S ATSS 15 building on experience and knowledge transter acquired from earlicr MP
phiscout projects including the Swedish funded support to establish Shanghat Academy
Cavironmental Seiences as one center and the MLE funded projects to develop the
capiaeity of No 46 and No 2 Institutes. The capacity of the ATSS will be strengthened
thronol traning activities during the first vears of implementation of the Selvent Sector

Plan.

'rinec and Japan have shown interest in participating in the Solvent Scctor Plan under the
briateral program under the Multilateral Fund, The extent of therr involvement is
coverned by Paragraph i the Agreement.

formanon regarding the operating mechanism, the funding mechanism and the roles of
ditterent wctors involved in the Solvent Sector Plan 1s provided in the Solvent Sector Plan
ot hapter VI Operating Mechanism. More detatled Terms of References for the above
actars are also provided in the Project Implementation Manual.

5. Special Considerations

e ExCom at its 30" meeting held in Montreal in March 2000 agreed in principic to fund
thething Selvent Sector Plan. The Agreement is attached in Annex 2.

Fanding for the first yvear of implementation has been provided. Funding for subsequent
J'r-l‘;wa‘.x will he made available based on the tulfillment of conditions, as stated in the
doreement.

LD has agreed to act as implementing agency lor this project for the first three years at
aive of 1% of funds allocated during that time pertod. The fee for future vears will be
sreed between the ExCom and the implementing agency for the project. Funds for the
redependent technmieal audits and independent financial audits shail be agreed to and
arnroved by the ExCom separately from the agency fee, on a periodic basis as deemed

RCEHIR

o Suolvent Sector Plan represents an innovative approach to ODS phaseout and is the
fies farge scale consumption phaseout sector plan that has been approved by ExCom.
Abthoueh China has experience from implementing sector approaches for other ODS
phascout sectors, this s the first large scale consumption phaseout sector plan, This is
alsothe first ODS phaseout sector plan implemented by UNDP. The sector approach
renresents the new direction for UNDP's assistance (n the field of ODS phaseout in China.

6. Reasons for Assistance from UNDP

vooone ot the four designated [mplementing Agencies for Montreal Protocol projects.
l \:)i’ has a long experience of implementing ODS phaseout projects in China. UNDP
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wis the lead agency in developing the China's Country Programme for Qzone Depleting
Stibstances Phaseout, as well as the Country Programme Update. With the exception of
three projects implemented by UNIDO, UNDP is also the only agency that has been
working on individual phaseout projects and technical assistance projects in China's
soivent sector and thus has accumulated a large experience in this area.

ihe nmplementation of the Solvent Sector Plan also requires strengthening of managerial
i rechnieal capacity of the Chinese organizations involved in the phaseout. UNDP has
hoen successtully undertaking capacity building efforts in China during its 20 years
prosence in the country. The focus of UNDP on achieving Sustainable Human
Dovelopment. while minimizing adverse social impact places UNDP in a good position to
waork with the phascout of ODS in Small and Medium sized Enterprises (SMEs), who are
frinancieily most vuinerable to undertake phaseout projects.

Throuah implementation of technical assistance projects building the capacity of Chinesc
cxoerts to adentify non-ODS solvent alternative technologies, develop non-ODS cleaning
coumment and to implement ODS solvent phaseout projects, UNDP has been involved in
avcimportant part of the development in the solvent sector. Working with the national
icam and SEPA, UNDP has been instrumental in the development of the Solvent Sector
Plains providing the necessary technical and managerial guidance to China in the
dovelopment, refinement and approval processes of the Solvent Sector Plan.

7. Coordination Arrangements

Coordination with the CFC Production Sector Plan, implemented by the World Bank. will
he wverv o aimportant, as the CFC Production Sector Plan controls the supply of CFC-113
produced m China. - Coordination is necessary to ensure that production phaseout targets
eutablished under the CFC Production Sector Plan are coherent with the consumption
phascout largets established under the Solvent Sector Plan. Such coordination will ensure
o wmooth phaseout from the ODS solvent consumers' angle, with as little price
Huctuavons and disruption in production process as possible.

v China, many of the industries using ODS solvents fall under the Ministry of
fntormation Industry (MII), MII is represented in the Special Working Group established
under PMO for the implementation of the Solvent Sector Plan. SEPA will throughout the
inpicmentation ot the Solvent Sector Plan, coordinate with MII on all major issues.

8. Counterpart Support Capacity

PAIOY ol SEPA has cextensive experience of management of ODS phaseout activities.
Move than 2530 individual projects, 3 umbrella projects and 3 sector plans for ODS
phuscout huve been completed or are under implementation. A number of these projects
are i the field of phaseout in the solvent sector and national technical expertise on ODS
ind alternative solvents has been developed within two technical centers, through earlier
prorecis implemented by UNDP, through funding support by MLF and Swedish
Giovernment, The technical expertise of these centers will be valuable to SEPA in the
PhiscoLt.

tninfementation of the Solvent Sector Plan will be time consuming and therefore a
Pomestic tmplementing Agency (DIA) will be recruited to assist in the day to day
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aperations of the Sector Plan.

ATSS capacity will be strengthened through training. Alternative technology consultants
and services will be provided to the Special Working Group, DIA and enterprises, as wetl
as 1o the demonstration projects in certain subsectors. The service network of alternative
eovlvent and equipment will be set up under the assistance of ATSS (o provide consultants.
soervices and alternative products to the SMEs spread all over the country.

(. DEVELOPMENT OBJECTIVE

The development objective of this project 1s to protect the global environment by pbasing
Gt 10430 tons ODS that would, if released into the stratosphere, have contributed to the
on-coing man-made destruction of the ozone layer.

D.IMMEDIATE OBJECTIVE, OUTPUTS AND ACTIVITIES

[. Immediate Objective 1

Controlling and reducing aggregate ODS solvent consumption in China down
to z¢vo by undertaking phaseout projects.

Sucecess Criteriac The performance targets established in each Annual
Prooramme fully met. QDS solvent consumption does not exceed the requirements in the

Avreenent.

Output 1.1: ODS Reduction Contracts signed and implemented for large and
medium sized users.

Activities for Output 1.1

1,11 Define detailed operational procedures for ODS Reduction Contracts and
incorporate into Project Implementation Manual. (May 2000)

2 Identify relevant industrial subsectors and determine the priority order of
these subsectors’ phaseout. (June 2000)

I1.3 Organize expert group to develop 2-4 standard technical phaseout optiens
for cach subsector, strategy for determining the funding levels for cach sub
sector as well as phascout cost thresholds per subsector. (June 2000 - and
annually to 20035)

I 1.4 Undertake promotion activities, such as publicity in national newspapers ctc
to increase large and medium sized users' awareness and interest of ODS
phaseout. As deemed useful, cooperate with industrial associations, solvent
dealers and equipment manufacturers. (July 2000 - December 2000)

[.1.5 Provide training courses for ODS solvent users to help them preparce
phaseout proposals. (August 2000 to December 2008)

I.1.6 Carry out bidding yearly to identity énterprises that will undertake phaseout
projects at lowest cost. (September/October 2000 and annually in June/July
to 2008)
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Sign a 15-20 ODS Reduction Contracts every year with selected enterprises
to achieve annual phaseout target. The ODS Reduction Contracts will
include a commitment from the enterprises to stop using ODS after a certain
time period. (November 2000 and annually to December 2008)

Undertake competitive bidding to procure equipment, trial solvent, local
works etc to complete the activities under the ODS Reduction Contracts.
(December 2000-December 2008)

Implement ODS Reduction Contracts. (December 2000- December 2009)

10 Commissioning of projects, including destruction of equipment and

confirmation that phaseout has taken place. (August 2001 - December 2009)

11 Prepare project completion reports. (August 2001-December 2009)

Output 1.2:  Vouchers issued and implemented to phaseout ODS solvent
consumption at small users.

Actrvities for Quiput 1.2

]

-

.
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Define/Review the detatled operational procedures of the Voucher System
and incorporate into Project Implementation Manual. (November 2001 and
annuaily to 2008)

Determine phaseout targets and funds available for Voucher system each
year. Determine other parallel funding options available for SMEs, e.g.
Government funding, commercial banks, based on analysis conducted.
(June 2000 and annually to 2008)

Organize expert group, industrial associations and ATSS to advise on
technical options for small users. (January 2001-December 2009)

Conduct publicity and promotion campaigns to raise the awareness of ODS
solvent phaseout and to identify small ODS solvent users. (July 2000 -
December 2006)

Prepare an information package to distribute to small users including
information on funding eligibility, technical cleaning alternatives to ODS
solvents, the role of ATSS 1n providing technical support to the small users,
the declining supply of ODS solvents, Government policies, how to register
for voucher etc, (November 2000 - January 2001)

Conduct regional seminars to inform small users on ODS phascout in
solvent sector, voucher system ete. (January 2001 - December 2009)

Small users, with support of ATSS if needed, designs their own ODS
phascout proposals. (January 2001 - December 2009)

Enterprises register vouchers with DIA, including a commitment to ODS
phaseout within a certain time limit. (January 2001 - December 2009)

Enterprises contacts ATSS members to procure technical assistance and
equipment, using their registered vouchers. (May 2001-December 2010)
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1.2.10 ATSS members submit vouchers to DIA, PMO for redemption. (May 2001-
December 2010)

-

11 ODS phaseout i1s verified on a spot check basis. In the [irst vear 25%
checking level. This level will be adjusted to a higher or lower leve
depending on the results of the first year. (May 2002-December 201()

Output 1.3 Japanese and French Bilateral Phaseout projects contribute to
nverall achitevement of phaseout target.

i

Acuvities for OQutput 1.3

I.5. 1 Coordinate with Japanese and French bilateral project formulation missions,
funded separately by the ExCom, in addressing priority subsectors
identitied. (May 2000 - November 2000)

1.3.2 Conduct discussions and possible technology transfers during project
formulation missions. (May 2000 - November 2000)

el
p

3 Evaluate and provide comments on bilateral investment project proposals,
prior to submission to ExCom. (September 2000)

[.3.4 If projects below average cost of Solvent Sector Plan, implement projects
coordination with ODS Phascout Contract Implementation. (Novemher
2000 and onwards)

2. Immediate Objective 2
I'nhanced Implementation Mechanism for ODS phaseout in Solvent Sector
Success Criteria: Annual Programmes are satisfactory to ExCon.
tenancial and Technical Evaluations are satisfactory. ATSS and DIA provide satisfactory
support to PMO and to enterprises undertaking phaseout projects.
Output 2.1: Alternative Technology Support System (ATSS) established and

functional

Activities for Output 2.1

210 Identify potential participants in ATSS, including national experts, three
technical centers (in Shanghat, Tianjin and Guangzhou respectively),
industrial  associations, local equipment suppliers, solvent producers,
network of dealers. (May 2000}

2.1.2 Hold meetings to develop the TOR of the ATSS. Define the role of
different participants. (June 2000)

2.5 Develop the capacity of the participants through training activities,
procurement of necessary equipment etc. (June 2000 - December 2006)
21.4 Establish the third technical center in Guangzhou. (September 2000-

December 2001)
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21,5 ATSS to assist in implementation of ODS Reduction contracts at the request
of PMO, DIA or enterprises. (September 2000-December 2008)

2.1.6 ATSS to assist in implementation of Voucher system by identifying
technical options, providing equipment etc. {January 2001-December 2009)

Output 2.2: Domestic Implementing Agency (DIA) contracted and
nperational.

Activities for Output 2.2
2.2.1 Finalize the TOR for the DIA. (May 2000)

2.2.2 Conduct International Competitive Bidding. (April 2000-June 2000)

2253 UNDP Headquarters Advisory Committee on Procurement to recommend
approval of contract with DIA {(July 2000)

Sign contract between UNDP MPU and DIA. DIA (o report to SEPA.
(August 2000)

[
5.
d

2.2.5 Conduct training for DIA to familiarize DIA staff with the requirements of
the implementation of the Solvent Sector Plan, including UNDP and MLF
policies and procedures. {August 2000-December 20060 and annually
thereafter)

Output 2.3:  Project Implementation Manual finalized and established.

Activiues for Qutput 2.3

I

-1 Draft Project Implementation Manual (PIM). (May 2000)
SEPA and UNDP review and approve (PIM). (May 2000}
3 Translate PIM 1nto Chinese. (June 2000)

3
-2

o
L2
F]
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Distribute selected parts to enterprises involved in ODS solvent phaseout.
(fune 2000-December 2009)

Output 2.4: Solvent Sector Management Information System finalized
{SSMIS).

Activities for Output 2.4

241 Fist version  of Management Information  System  reviewed by
SEPA/Working Group and changed to meet the demands of revised Solvent
Sector and Project Implementation Manual in terms of monitoring,
evaluation and reporting. (July 2000)

3]
e
iJ

Coordinate with other ODS phasecout Management Information Systems
{August 2000)

-2

4.3 Use the Management Information System on a trial basis (August 2000-
November 2000)
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244 Substations to use the Management Information System established in DIA
and in Mil. (October 2000)

245 Adjust based on experience from trial period and cstablish [inal version
(December 2000).

246 Annual reporting on data of CFC-113, TCA and CTC production and
consumption. Monitoring of exempted feedstock use and process agent use
so that these exempted wuses are not diverted into  solvent usc.
(November/December 2000 and annually to 2010)

Output 2.5: Annual financial audits and performance verifications
undertaken in a timely manner. Annual programmes prepared and submitted
to the last calendar meetings of the ExCom for funding approval of
subsequent years,

Activities for Qutput 2.3

250 Independent auditing entity identified and selected to undertake annual
financial audit, (June/July 2001 and annually to 2010)

>
[V
-2

Independent and qualified entity identified and selected to undertake annual

rerlformance verification. (June/July 2001 and annually to 2010

} > 3

2.5.3  Prepare mud-year and vear-end progress reports for submission to ExCom
Meetings. (May and October respectively annually to 201(0)

204 With input from PMO, prepare Annual Programme, incorporating results of

fnancial audit and performance verification, and submit to the last calendar

vear meeting of the ExCom for approval of required funding for the next

vear's phaseout projects. (September 2001 and annually)

3. Immediate Objective 3

Strengthened regulatory framework for ODS phaseout management.

Success Criteria Supply of ODS solvents on Chinese market gradually
d down te zero. Impert and cxport of ODS solvents gradually controlled. Quality,
and environmental standards for non-0ODS solvents developed and approved.

Output 3.1:  Policies to support efficient ODS phaseout in Solvent Sector
established and implemented

Activities tor Qutput 3.1

.01 Conduct studies and design recommendations on procedures, policies and
regulations on managing imports and exports of ODS solvents. (June 2000-
December 2000)

» 1.2 Conduct studies on Solvent Management Plans and development of

Alternative Solvents, building on experiences from developed countries and
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earlier project implementation, and prepare proposals to support ODS
phaseout in China's Solvent Sector Plan. (September 2000-December 2003)

3.1.3 Conduct training on enforcement of ODS solvent phaseout targets, policies
and regulations. as well as implementation mechanism of Solvent Sector
Plan with local Environmental Protection Bureaus, as well as local bureaux
of line Ministries. (December 2000-December 2003)

2.1.4 Esiablish technical norms and standards related to use of flammable
solvents and toxic solvents. (October 2000-December 20006)

3.1.5 Establish environmental regulations on solvents without ODS, (January
2002 -December 20006)

a4

.0 Develop Quality Standards for non-ODS solvents and non-ODS alternative
cleaning technologies. (October 2000-December 2006)

v
“l

Other studies as required during implementation of the sector plan.
F.INPUTS
1. Chinese Inputs (in-kind)

Ly the Agreement for ODS phaseour in China's Solvent Sector between ExCom and China,
Clayra commits to contribute the necessary level of resources for the implementation of
e Sector Plan and for achieving the agreed ODS solvent reductions. It 1s estimated that
the total cost of the ODS phaseout tn China's Solvent Sector will exceed the USS 52
miibion provided by MLF under the Agreement. This would mean that funding for the
remaining cost of ODS solvent phaseout wiil be born by China. The main part of this
counterpart tunding will be provided in-kind by Chinese ODS solvent users.

2. UNDP Inputs

international  Consultants - Will be recruited to provide tramning and technical
evpertise. The total budget for International Consultants 1s USS 100,000,

o

Local Consultants - Will assist in the implementation of the Solvent Sector Plan by
providing technical advise, training, conduct studies, belp develop policy alternatives
c1e. The total budget for national experts amounts to USS 235,000,

{7 subcontracts - A number of subcontracts will be signed with institutions that can
provide policy support, develop publicity campaigns and can assist i developing the
ATSS ete. The total budget for subcontracts amounts to USS 2,565,000,

(2. Tratning - Training activities for local EPBs and local line ministries will be
nraanized to increase the capacity to enforce ODS solvent related policies and
reculations. Trainng will also be given to enterprises that are interested in phasing
aut thetr ODS solvent consumption on the implementation procedures of the Solvent
Sector. The total budget for training is USS 300,000.

Caquipment - Equipment will be procured under ODS Reduction Contracts for the
Larve and Medium sized users and under the Voucher system for the small users. The
total amount budgeted for the phaseout of the three ODS solvents, 1.c. CFC-113, TCA

......

e
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and CTC 1s USS 40,800,000,

. Aliscellaneous - As the Solvent Scctor Plan is designed to provide China with =
maximum Jexibility in achieving the phaseout commitments, UUSS §,000,000 have
heen budeeted for under Contingency.  Part of this monev could be used for
dovelopment of alternative solvents.

O Tolat UNDP Input - The budgets for international and national consultants,
snbeontracts and traming totally amount to USS 3.200,000, which 1s the fundmg made
avaniable for Technical Assistance acuvities under the Agreenfent. The total budget
provided for investment oriented phascout activities s USS 48.800,000, melusive of
S5.000.000 budgeted under Contingency.

1o total project budget is thus USS 52,600,000,
. RISKS

There are several risks that could adversely affect the success ot this project.  These

P

Faiture 1o meet agreed ODS phaseout targets - As stipulated in the Agreement, China
does not only have to meet the overall annual phaseout targets, 1t must also mect iis
sl phascout target for each of the three ODS solvents, 1.e. CFC-113, TCA and CTC.

Dolavs i implementation of phascout projects would lead to that agreed phaseout targets
wonilid ot be met. Subsequently the total funding available to China for phaseout of ODS
sobvonts would be reduced {see Agreement in Annex 2). This would make future
plhiascowt more difficult as a larger share of the phaseout cost would have to be born by

b
i A lot of work has been done to ensure that the implementation mechanism will be
asoorherent as possible and to ensure that China will have the maximum flexibility in the
Jae ot the Tunding. The risk of failure to meet agreed phaseout targets still remain, hut
i sk has been fullv evaluated by SEPA and MII before committing 1o the agrcement.

Fonterprises might be reluctant to undertake ODS solvent phaseout projects - As
cleanne is often only a minor part of an enterprise’s production process, the industry
mehl e refuctant to undertake what is perceived as time-consuming and non-profitable
phioscout projects.  The surveys undertaken also show that many enterpriscs have an
raailed cleaning capacity often much larger than the current ODS solvent consumption.
“aothe funding avarlable for each enterprise will be calculated based on ODS solvent
consamption, the funding might be substantially lower than the cost of mvesting o
oo sized cleaning equipment.  Enterprises might thus preter to make use of therr
nstadled ODS celeaning equipment for as long as possible, which would translate into a
diitontty i wdentifying phascout projects in the early years of the plan. This risk will be
minmmized through ensuring that all enterprises are aware that supply of ODS solvents
wili e wradually reduced down to zero and thus the price of ODS solvent 1s expected to
a0, A mechanism giving incentives for enterprises to undertake phascout projects carly.
by onroviding higher funding level in early years of implementation is also being
constdercd, Information that funding will no longer be available once it is exhausted will
aiso promote early participation in the phaseout.

Fariure to identify small ODS solvent users - One of the major chalienges of the
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Salvent Sector Plan is the large number of smaller users. These small users have not all
ver been identified and failure to do so during the implementation of the Sector Plan
wonld mean difficulties in phasing out their ODS solvent consumption. The chances of
identiving small users is increased through undertaking media campaigns to raise the
awarencss of QDS solvent phaseout, as well as by involving industrial associations and
soivent dealers in reaching out to small users. The small users that cannot be identified
wril still as all users of ODS solvents, find it increasingly difficult to purchase ODS
sobvents as the market supply 1s being reduced. Should enterprises not come forward they
will eventually have to phaseout ODS solvent use at their own cost.
Potentinl adverse social impact of phaseout projects. As the funding provided under
the Solvent Sector Plan is not sufficient to fully fund all phaseout activities, part of the
cost will have to be born by the enterprise undertaking the project. In the case of SMEs,
tHiat olten are in a difficuit financial situation, the cost of undertaking phascout project
could be preemptivety high. There is a risk that if prices of ODS solvents rise and a SME
. tot able to co-fund a phaseout project, its production and its competitiveness in the
muarket would be affected and thus also the employment situation. However, as cleaning
iwomost olten only a small part of any enterprise’s production process, the risk of large
wcate unemployment as a consequence of ODS phaseout in the sector 1s considered low.
Toomttgate this risk options to assist SMEs in obtaining additional funding will be

cupiored.
(.. PRIOR OBLIGATIONS AND PREREQUISITES

FwCom has agreed 1n principle to fund a total of USS 52 million to phaseout ODS
soivents in China. USS 6.75 million has been made available upon ExCom approval of
the solvent Sector Plan.  An additional USS 6.955 million will be made available in
Muoreh 2001 upon satisfactory verification that China has finished the bidding process for
nhaseout tn 2001, ExCom also agrees in principle that the funds will be provided on the
hasts of Annual Programmes submutted following the funding schedule in Table 2 in the
Aorcement (Annex 2). Payments are conditioned on the completion of the agreed ODS
selvent consumption reduction.

H. PROJECT REVIEWS, REPORTING AND EVALUATION

Arannual Tripartite Review meeting will be held to review implementation of the Solvent
Scetor Plan. SEPA PMO, MIT, UNDP and selected beneficiary enterprises will participate in the
Tripartite Review meetings.

PO Wil report to UNDP, SEPA, MII and to the National Leading Group for Ozone Layer
Protecoon on implementation progress under the Solvent Sector Plan. DIA will implement the
Annuat Programmes, track implementation of ODS solvent reduction projects and submit
wriiten progress reports to PMO four times a year. DIA progress reports will include review
avinst pertormance indicators in each Annual Programme. Large and medium users will
prepare completion reports on their conversion projects, reporting on ODS phaseout. equipment
dostrucuon/disposal and results on the alternate technology that was used. PMO should report to
NP on the progress of Annual Programmes in connection with the quarterly requests for
Fnding,

PAYOY wall also track implementation of policy measures, import/export information and TA

v
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activitics, and report on an aunual basis. Initially, reporting tables, which have been agreed
between LNDP and PMO, will be prepared by PMO. These tables will be revised each year as
needed durmg Annual Programme preparation as more experience is gained. PMO’s annual
provress report will mclude a coordinated report with the CFC Production Sector Plan
implementation to confirm aggregate national production of CFC-113 compared with the CFC-
13 consumption phaseout results realized under the Solvent Sector Plan.

UNDP will report twice annually to ExCom based on indicators agreed in the Annual
Provramme. A mid-year progress report will be submuitted each year. The end-of-year
report will be submitted along with UNDP's annual performange verification report.
annual financial audit report and the Annual Programme funding request for the next vear.
LD P will also monttor implementation of Annual Programmes including, periodic visits
to N0 review ol performance under the Annual Programmes, spot checks of programme
records in PMO/DIA and random visits to ODS solvent sector enterprises. UNDP will
abso assist PMO in preparing Annual Programmes

[ oaddition to the annual financial audit and performance verification, two mid-term evaluations

Wil pe carrled out to review the overall implementation of the Solvent Sector Plan, once afler

the 47 vear of implementation and once after the 7% vear of implementation.
CNDP will undertake two kinds of audits of the Solvent Sector Plan. One annual financial audit
wili cover the ODS Phaseout Account to be established and managed by FECO, SEPA. One
cinual performance verification wilt verify performance and results of the Annual Programmes
vaine e agreed performance indicators.  Funds for independent technical audits and
mdependent financial audits shall be agreed to and approved by ExCom separately, as deemed
neeessary. Independent auditors selected by UNDP will follow established UNDP guidelines.
SEPA wiil prepare a crosscheck of the performance audit reports of the Solvent Sector Plan and
the CFC Production Sector Plan and report to UNDP.

[. LEGAL CONTEXT

s project document shall be the instrument referred to as such in Article | ol the
Standard Basic Assistance Agreement between the Government of the Peoples’ Republic
of China and the United Nations Development Programme signed by the parties on 29
Jmes 1979, The host country, implementing and executing agencies shall, for the purposc
ol 1he Standard Basic Assistance Agreement, refer to the Government cooperating agency
deseribed in that Agreement.  The following types of revisions may be made to this
Projeet Document with the signature of the UNDP Resident Representative only, provide
sire or hers assured that the other signatories of the Project Document have no objections
toihe proposed changes:

[ Revisions in, or additions to, any of the annexes of the Project Document:

2. Revisions which do not involve significant changes in the immediate
objectives, outputs or activities of the Project, but are caused by
rearrangements on inputs already agreed to or by cost increases due 1o
.inflation; and

Mandatory annual revisions, which rephrase the delivery of, agreed project
inputs or increased expert or other costs due to inflation or taking into account
agency expenditure flexibility.

.
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J. BUDGET

The Solvent Sector Plan will be managed through Annual Programmes that will establish
the detarled annual budgets. The Annual Programmes are subject to ExCom approval and
thus also MLF fund availability. The budget presented herein is therefore only a rough
budueet with estimates of budget posts in view of the long implementation horizon.
Adrustments will be made based on Annual Programmes providing China with maximum
flexibility o the use of funds to achieve established targets.




_____ﬁ___

T RTA AT PR AR I A A T AT T R A R

CPR/O0/GB1 - Solvent Sector Plan

bt~ bl

Budget * A" Page la
Main Source of Funds: AS - MPU STF - Solvent Sector Plan for
Executing Agency: SEPA - State Environmental Protection Admi
SBLN  Description Implementing Total 2000 2001 2002 2003 2004 2005
010. PERSONNEL
011. International Consultants
011.01 International Consultants SEPA Net Amount 190,000 20,000 20,009 20,000 10,000 16,000 10,000
011.99 Line Total Net Amount 100,000 20,000 20,000 20,000 10,000 10,000 10,000
017. National Consultants
017.01 National Consultants SEPA Net Amount 235,000 25,000 25,000 25,000 25,000 25,000 25,000
017.99 Line Total Net Amount 23%,000 25,000 25,000 25,000 25,000 25,000 25,000
019, PROJECT PERSONNEL TOTAL Net Amount 335,000 45,000 45,000 45,000 35,000 35,000 35,000
020. CONTRACTS
021. Contract A
021.01 Management Informaticn System SEPA Net Amount 50,000 25,000 25,000
021.02 Public Awareness Campaigns SEPA Net Amount 170,000 50,000 20,000 20,000 26,600 20,000 20,000
021.04 Guangzhou Technology Center SEPA Net Amount 200,000 50,000 150, 009
021.05 Standards and technical norms SEPA Net Amount 600,000 80,000 170,000 100,000 100,000 50,000 50,000
021.06 Develop ATSS SEPA Net Amount 620,000 105, 00C 65,000 100,000 100,000 100, 00G 100,000
021.07 Study Alternative Solvent SEPA Net Amount 486, 000 26,000 130,000 100,000 100,000
021.08 Other TA activities SEPA Net Amount 445,000 95,000 105,000 65,000 65,000
021.99 Line Total Net Amount 2,565,000 400, G00 620,000 415,000 425,000 235,000 235,000
a29. SUBCONTRACTS TOTAL Net Amount 2,565,000 400, 000 620,000 415, 000 425,000 235,000 235,000
030. TRAINING
032 Other Training
032.01 Training on Solvent Sector & PIM SEPA Net Amount 260,000 50,0060 20,000 30,000 30,000 30,000 30,000
032.02 Training for EPBs & Local Ministry SEPA Net Amount 25,000 5,000 16,000 5,0c0 5,000
032.03 Training on Audit SEPA MNet Amount 15,000 5,000 5,000 5,000
032.9% Line Total Net Amount 30G, 000 55,000 35,000 40,000 40,000 30,000 30,000
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Budget " A" Page 2a
Main Source of Funds: AS - MPU STF - Solvent Sector Plan for
Executing Agency: SEPA - State Environmental Protection Admi
SBLN  Description Impiementing Totat 2000 2001 2002 2003 2004 2005
039. TRAINING TOTAL Net Amount 300,000 55,000 35,000 40,00C 40, 0G0 30,000 30,000
040. EQUIPMENT
045. Equipment
045.01 ODS Reduction Contracts SEPA Net Amount 29,140,000 6,250,000 4,755,000 4,330,000 3,255,000 Z,205,000 2,380,000
045.02 Voucher system SEPA Net Amount 11, 660,000 1,000,000 1,000,000 1,000,000 2,000,000 2,000,000
045.99 Line Total Net Amount 40,800,000 6,250,000 5,755,000 5,330,000 4,255,000 4,255,000 4,380,000
049, EQUIPMENT TOTAL Net Amouni 40,800, 000 &,250,000 5,755,000 5,330,000 4,255,000 4,255,000 4,380,000
050. MISCELLANEQUS
053. Sundries
053.01 Contingency {(cther phaseout act.) SEPA Net Amount 8,000,000 500,000 500,008 1,000,000 1,000,000 1,000,000
053.99 Line Total Net Amount 8,000, GO0 500,000 500, 000 1,000,000 1,000,000 1,009,000
0589. MISCELLANEOUS TOTAL Net Amount &,000,000 500, 000 500, 000 1,000,000 1,000,000 1,000,000
099. BUDGET TOTAL Net Amount 52,000,000 €,750,000 6,255,000 6,330,000 5,755,000 5,555,000 5,680,000
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Budget " A" Page 3a
Main Source of Funds: AS - MPU STF - Sclvent Sector Plan for
Executing Agency: SEPA - State Environmental Protection Admi
SBLN  Donor Funding Total 2000 2001 2002 2003 2004 2005
999. NET CONTRIBUTION Net Contrib. 52,000,000 €, 750,000 6,955,000 6,330,000/ 5,755,000 5,555,000 5,680,000
Total 52,000,000 6,730,000 6,955,000 6,330,000, 5,755,000 5,555,000 5,680,000
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Budget " A" Page 1D
Main Source of Funds: AS - MPU STF - Solvent Sector Plan for
Executing Agency: SEPA - State Environmental Protection Admi
SBLN  Description Impiementing 2006 2007 2008 2009 2010
010. PERSONNEL
011, International Consultants
011.01 International Consultants SEPA Net Amount 10,000
011.9% Line Total Net Amount 10,000
017. National Consultants
017.01 National Consultants SEPA Net Amount 25,000 15,000 15,000 15,000 15,000
017.99 Line Total Net Amount 25,000 15,000 15,000 15,000 15,000
019. PROJECT PERSONNEL TOTAL Net Amount 35,000 15,000 15,000 15,000 15,000
020. CONTRACTS
D21. Contract A
021.01 Management Information System SEPA Net Amount
021.02 Public Awareness Campaigns SEPA Net Amount 20,000
021.04 Guangzhou Technology Centar SEPA Net Amount
021.05 Standards and technical norms SEPA Net Amount 50,000
021.06 Develop ATSS SEPA Net Amount 50,000
021.07 Study Alternative Solvent SEPA Net Amount
021.08 Other TA activities SEPA Net Amount 115,000
021.99 Line Total Net Amount 235,000
029. SUBCONTRACTS TOTAL Net Amount 235,000
030. TRAINING
032. OCther Training
032.01 Training on Scivent Sector & PIM SEPA Net Amount 30,000 10,009 10,000 10,000 10,000
03202 Training for EPBs & Local Ministry SEPA Net Amount
032.03 Training on Audit SEPA Net Amount
032.99 Line Total Net Amount 30,000 16,000 1G, 000 10,000 10,000
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Budget " A" Page
Main Source of Funds: AS - MPU STF - Solvent Sector Plan for
Executing Agency: SEPA - State Environmental Protection Admi
033. TRAINING TOTAL Net Amount 30,000 10,000 10,000 10,900 16,000
040.  EQUIPMENT ,
045, Equipment
045.01 ODS Reduction Contracts SEPA Net Amount 2,755,000 1,955,000 750,000 455,000
045.02 Voucher system SEPA Net Amount 1,000,000 1,800,000 705,000 1,000,000 455,0C0
045.99 Line Total Net Amount 3,755,000 3,455,000 1,433,000 1,455,000 455,000
049. EQUIPMENT TOTAL Net Amount 3,755,000 3,455,000 1,455,000 1,455,000 455,000
050. MISCELLANEOUS
053. Sundries
053.01 Contingency (other phaseout act.) SEPA Net Amount 1,000,000 2,000,000 1,000,00C0
053.99 Line Total Net Amount 1,000,000 2,000,000 1,900,000
059, MISCELLANEOUS TOTAL Net Amount 1,000,000 2,000,000 1,000,000
099, BUDGET TOTAL Net Amount 5,055,000 5,480,000 1,480,000 1,480,000 1,480,000
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Budget " A" Page 3b
Main Source of Funds: AS - MPU STF - Solvent Sector Pian for
Executing Agency: SEPA - State Environmental Protection Admi
SBLN  Donor Funding 2006 2007 2008 2009 2010
994 NET CONTRIBUTION Net Contrib. 5,055,000 5,480,000 1,480,000 1,480,000, 1,480,000
Total 5,055,000 5,480,000 1,480,000 1,480,000 1,480,000




