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Minutes for Project Appraisal Committee Meeting -
Alternative to DDT Usage in the Production of Antifouling Paint

Date: 18 September 2006
Venue: FECO Conference Room
Participants: See Annex |

Agenda: See Annex Il
Presentation: See Annex II1

Opening and Overview

o  Opening Remarks. Brief opening statements were made by UNDP Senior Deputy Resident
Representative, Ms. Alessandra Tisot and FECC Director General, Mr. Zhuang Guotai. Ms. Tisot
emphasised that the project is contributing to the achievement of at least two of the Millennium
Development Goals, poverty reduction and environmental sustainability, to the attainment of a Xiao
Kang Society. It is noted that UNDP places high priority on supporting China in its compliance of the
Stockholm Convention. Ms. Tisot also recognized the seniority of the participants at the PAC meeting
and underlined FECQ’s ccoperation and support to the program objectives. Mr. Zhuang spoke of the
importance of building strong partners as the basis for developing such a successful program in only
three months of PDF-B implementation. Mr. Zhuang also listed the difficulties when the project
document was submitted to GEF Counci! for funding approval and appreciated the close team working
relationship between UNDP and FECO colleagues.

o Presentation. Mr, William Kwan, Deputy Chief of MPU/EEG/BDP/UNDP New York, made a
presentation which focused on the approval process of the PDF-B and Full Size Project (FSP),
highlighting the intensive negotiation process in addressing comments raised by USA, Swiss and other
countries during the GEF Council meeting to secure fund approval. He also briefed on the objectives
and approach of the FSP, and the implementation mechanism, Ms, Han Wenya, Project Officer of
CIO/FECQ/SEPA, introduced the technical background information of the project and the briefed on
the selection of three categories of alternatives.

Discussion — Key Points

o Selection on Matured Alternatives and Financial Subsidy to Enterprises. Mr. Cao Shuhuai, Sino
Petroleum and Chemical Industrial Association: The alternatives to DDT-based antifouling paint must
meet the requirements of matured technology and low cost. And the different application of antifouling
paints on three kinds of ships, wooden boots, steel ships and commercial ships, should be taken into
consideration when selecting the appropriate alternatives. The consultants or experts who will be
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selected as the group members in evaluating alternatives should be qualified and very family with the
painting industry. Serious attention must be paid to the mechanism of financial subsidy to painting
factories. As the price of antifouling paint is directly based on the cost of raw material, it might be
unstable and changed frequently.

Mr. William Kwan explained that during the FSP implementation, the test and evaluation of alternatives
will be completed in the first year. And the qualified alternatives should meet at least three conditions,
matured technology, environmental sustainability, of good quality and low cost to the end-users. Although
the price of alternatives will be still higher than the DDT-based antifouling paint, the income of the
end-user fishermen may also be increased as a result of better and more effective alternatives, therefore, the
price gap will be graduaily reduced. As the painting factories will definitely use the local raw materials and
cheaper labour to produce alternatives, the cost of alternatives may be at a lower level that can be accepted
by the end-users. He emphasized again that the alternatives should be of good quality and reasonable cost
that can be easier for acceptance by the end-user fishermen.

e Policy Enforcement and Selection on Matured Technology. Ms. Ye Meiqi, Xiamen Shuang Rui
Shipping Paint Co., Ltd: The news of successful approval on FSP project really encouraged painting
factories to continue working on the alternatives. However, the enforcement of related policy and
regulations on prohibiting production and distribution of DDT-based antifouling paint is very crucial
for the successful implementation of this project. As the project will start from end of this year till 2010,
the appropriate method is to set up time table for forbidding production and usage of DD'T-based
antifouling paint separated by two steps. It will be very helpful if the evaluation standard of alternatives
can be agreed upon and announced on a formal conference so that the painting industry can easily
follow-up accordingly. By considering the time constraint, the most qualified technology available at
the current time should be considered as the first priority. As the growth period of ocean organisms is
between May to October each year, if the project will spend more time on testing and evaluating
semi-matured or even immature technology, it will miss the season and will definitely delay the
implementation of project. "

Ms. Yang Xiaoling, Division Chief of Programme Division V of FECO, emphasized that the alternatives
must be effective, low cost and environmental friendly. The maturity of technology will be also taken into
consideration.

Mr. William Kwan mentioned that an inception workshop of FSP is most probably planned to take in
middle of November. During the workshop, the work plan and time schedule of project implementation will
be discussed and finalized. All stakeholders including public and private sectors, academic, association efc.
will be invited to the workshop and comments on time schedule and action plan will be solicited.
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e Selection on Alternatives. Prof. Peng Bixian, Technical Institute of Physics and Chemistry of CAS:
The three main requirements of alternatives which Ms. Yang mentioned before should be used as the

basis principle for the selection of appropriate alternatives.

» Capacity Building on Nationa! Execution, Monitoring on GEF Funding and Co-financing. Ms. Xu
Weiban, China GEF Office: China GEF office believes that FECO/SEPA is capable of national
execution on GEF projects. As GEF Secretariat set up a Unit of monitor and evaluation, which mainly
pays attention on the correct usage of GEF funding, China GEF Office will continue to work closely
with UNDP as the implementing agency and FECO, the implementing partner on the fund related
issues. The confirmation and application of co-financing will also be one of the targets for evaluation.

e  Final Objectives, PMO Structure and Midterm or Final Evaluation. Mr. Lu Lei, ARR/Team Leaser of
UNDP: A questions on the final objective of FSP, is it only to reduce 1,000 MT of DDT-based
antifouling paint or there are also other outstanding outcomes? The PMO structure which is shown in
the project document is not very clear yet, Also, the purpose of midterm and/or final evaluation is not
very concrete,

Mr. William Kwan answered that the outcome of the FSP is not only to reduce production of DDT-based
antifouling paint by eliminating the 250 MT used annually as additives, but also to help China on its
Convention compliance. As Chinese Government committed to phase out DDT by 2014, this project will
provide strong support to the implementation of Stockholm Convention in China.

Mr. Hang Feng, national consultant of PDF-B project, explained that the PMO structure which was shown
in the document is only one part of the management organ. Actually it only lists the structure of
coordination and management group. The participation of private sectors was explained in the text of
document. And the purpose of midterm and final evaluation is to meet the requirement of GEF criteria and
better monitor the progress of project implementation.

Closing Remarks

o Ms. Alessandra Tisot:

1.) Policy Enforcement — The suggestion of policy enforcement on prohibiting production and
distribution of DDT-based antifouling paint is very constructive.

2.} Time Schedule of Project Implementation —The clear time table should be finalized through open
discussion with all stakeholders,
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3)

4))

Selection of Alternatives — It is agreed that the qualified alternatives must have good quality and

reasonable price. The standard of evaluation on alternatives should be clear, correct and
considerate.

Monitor and Evaluation on usage of GEF-funding and Co-Financing — The importance of the

monitor and evaluation is agreed and it should be taken into serious consideration and action.

Mr. Zhuang Guotai:

D

2)

3)

4)

Action Plan — The action plan should be set up during the inception workshop.

Selection of Alternatives — The alternatives must be industrialized, low cost and environmental

friendly.

Policy Legislation and Public Awareness — Both of the two parts are very important for the
successful implementation of this project.

Management Mechanism — CIO will establish a management mechanism with SEPA, other related

ministries as well as the private sectors in order to befter manage the project. A steering committee
is also required.
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Conclusions

.

s Project Document Revision. The comments raised in PAC meeting will be collected and considered
carefully. The final project document will be completed by end of October 2006.

e Approval. The project document is aimed to be approved in the middle of November 2006. A signing
ceremony followed by an inception workshop will be held in the week of 13 to 17 November 2006.

Drafted by
Judy Li, Programme Associate, E&E __Judy Li Date: 19 September 2006___
Cleared by
William Kwan, Deputy Chief, MPU _William Kwan__ Date: 24 September 2006___

Approved by
Alessandra Tisot, Senior Deputy Resident Representative, Chairperson:
Date: j ‘

28[q
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Annex I
List of Participants
UNDP -

Alessandra Tisot
Senior Deputy Resident Representative

William Kwan
Deputy Chief of MPU/BDP
UNDP New York

Lu Lei
Assistant Res. Rep / Team Leader
Strategic Planning & Management Support

Judy Li
Programme Associate
Energy & Environment

FECO-SEPA

Zhuang Guotai
Director General

Yang Xiaoling
Division Chief
Programme Division V

Han Wenya
Project Officer
POPs CIO

Wang Zhifang
Project Officer
POPs CIO
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Jiang Cheng
Project Officer
POPs CIO

China GEF Office
Xu Weiban

Academic Institutions

Liu Jianguo
Peking University

Peng Bixian
Professor, Technical Institute of Physics and Chemistry of CAS

Private Sector

Guo Yihong
Beijing Feitengli Science and Technology Consultation Company

Ye Meiqi
Xiamen Shuang Rui Shipping Paint Co., Ltd

Fang Changfu
Hangzhou Mailin Environmental Marine Coatings Co., Ltd

Wu Ming
Guangzhou Tianlang Coating and Chemicals Co. Ltd

You Jiye
DaLian Zebon Group Co., Ltd

Jiang Feng
Beijing Yinwei Suofu Science and Technology Limited Company

Qin Haiyan
China General Certification Center
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Xie Bingxin
China General Certification Center

Association

Cao Shuhuai
Sino Petroleum and Chemical Industrial Association
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Venue:

Time:

3:00-3:30

3:30-4:00
4:00-4:50

4:50-5:15
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Annex II

PAC Meeting Agenda

FECO Conference Room

3:00 — 5:00 pm, 18 September 2006

Welcome and Opening Remarks by Ms.Alessandra Tisot, Senior Deputy
Resident Representative, UNDP China; and Mr. Zhuang Guotai, Director
General of FECO/SEPA

Overview of the project by FECO and UNDP

Discussion — Comments on the final version of programme document

Concluding Remarks, UNDP and FECO
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