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This is the final report submitted to UNIDO HQs by MOA Township

Enterprise Development Center (TEDC) and MOA Center for Energy &

Environmental protection Center (CEEP) (hereinafter referred to as the

subcontractors) for the establishment and capacity building of LPIC under

the project entitled "Energy Conservation and Emissions Reduction in

Chinese TVEs - Phase II".

The report reviewed tasks accomplished during Sept. 1, 2003 and

March 10, 2004, focusing on the following activities.

1.0 Confirmation of LPICs

2.0 Collection and analysis of information

3.0 The 1st training workshop

4.0 Field surveys

5.0 Discussions and modifications

6.0 The 2nd training workshop

7.0 Facilitating signing of VA

8.0 Observations and Recommendations

9.0 Annexes

1.0 Confirmation of LPICs

After implementation of the above-mentioned subcontract was initiated

on Sept. 1, 2003, the subcontractors together with PIC started frequent

contacts and communications with the local governments of the four pilot

counties. The LPICs' nature, constitution, function, working procedure,

action plan as well as their office location were finalized one by one after

field surveys were conducted, seminars organized, questionnaires

distributed and visits paid to local government authorities concerned. The

subcontractors coordinated and guided the four local governments in

forming LPICs. By Oct. 2003 the four LPICs were established and
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confirmed by official documents issued by the local governments.

2.0 Collection and analysis of information

During the first four weeks of the contract period, the subcontractors

approached industry associations concerned and industry supporting

organizations, and searched on Internet for information about the four pilot

sites. Information collected covers culture, economy, geography, TVEs'

bank credit, status and development trend of the industries concerned, and

local and national policies of energy and environmental protection.

Through discussions, an outline and the methodology were developed for

field surveys, including estimated barriers for smooth implementation of

the subcontract.

3.0 The 1st training workshop

The first training workshop took place in two phases.

Phase One (July. 27 to Aug. 1,2003) was combined with field survey in

Xinj in County, Sichuan Province. Representatives from the local

government authorities and brick making TVEs, about 20 in total, were

trained in the aspects of project implementation, VA as well as national and

international policies of environmental protection. The training needs of the

pilot sites were investigated and identified in the meantime. Based on the

activities carried out during this period, the subcontractors made revisions

of subcontract implementing plan and program, and paved practical ways

for the following training in Beijing.

Phase Two took place from Aug 3 to Aug 9, 2003 with the guidance and

participation ofPMO and the project CTA. The main activities include:

• As proposed by PMO and CTA, representatives include not only local

officers and TVE executives from the four pilot sites stipulated in the

5
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subcontract but also those from the other five to be confirmed.

• The objective of the training workshop was to educate the

representatives the purpose, significance and working procedures of the

subcontract for the establishment and capacity building of LPICs, thus

laying a sound foundation to implement the subcontract.

• The topics of the training cover the project background and its

implementation progress, plan and approaches for implementing the

subcontract, national and international energy policies, and VA

application in the developed countries.

Participants including PMO and PIC staff, CTA and the subcontractors'

experts had heated discussions about the project, and expressed their ideas

concerning energy conservation and emissions reduction. Good ideas were

proposed in this regard. After the training, the local governments and pilot

TVEs at the first four counties confirmed as pilot had a better

understanding of the project objectives, tasks and strategic plan while

representatives from the additional four counties knew more about the

project and had more confidence in participating in the project. This is

helpful for the subcontractors to move on smoothly with its tasks.

4.0 Field surveys

Field surveys were carried out during different periods: from July 27 to

Aug. 1,2003, Sept. 3 to Sept. 8, 2003 (Feb. 16 to Feb. 20,2004), Sept. 16

to 21, 2003, and Oct. 22 to Oct. 27,2003. The industries surveyed include

brick making industry in Xinjin, cement industry in Tieshan District,

Huangshi City, metal-casting industries in Jiangning District, Nanjing

City and in Dalian, and the team visited the pilot TVEs there. Ms Wang

Guiling, deputy director of PMO, was involved in all the survey tours

while Mr. Wang Xiwu, the senior administrator of PIC Secretariat, took

6
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part in the survey activities in Dalian and CTA was invited to the activities

in Xinjin and the 2nd survey in Dalian. The VA expert recruited from the

Netherlands also participated in the field survey in Xinjin.

Field surveys were divided into two parts: those of the industries

concerned and visits to the pilot TVEs. Through discussions with LPIC

members and TVE executives, special visits to organizations concerned

and questionnaire, the team had a better picture of these industries at the

pilot sites and the ownership reform there. They knew more about the

programs that the local governments have implemented in energy

conservation and environmental protection, and their planning for the

coming years. Barriers in applying energy efficient technologies were

located and analyzed. All these provided basis for developing LPIC

statute and action plan. Visits to the pilot TVEs provided opportunities for

the team and the TVE executives to jointlyassess the TVEs' potential of

energy conservation, to talk about their attitude and ideas about technical

upgrading aimed at energy efficiency, and to develop a plan and the target

for this purpose. These constituted the major parts of the VA to be signed

by and between the local government and the pilot TVE.

Special remarks: As PMO replaced the pilot TVE in Dalian, a team of 7

consisting the subcontractors' experts, CTA, staff of PMO, PIC and

PTPMC as well as sectoral experts, made a special survey of the replacing

TVE.

With all the information collected in Beijing and at the four pilot sites, the

team has prepared independent survey reports, and the design of action

plan and VA has been completed.
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5.0 Discussions and modifications

With the specific situation of the four pilot sites III mind, the

subcontractors' team assisted the four LPICs in framing their statutes and

action plans, and they worked together with the pilot TVEs in framing VA

on energy efficiency. 6 seminars were held among experts concerned for

thorough discussions and analysis of the information gained from the

surveys. The team talked with PMO, PIC and CTA about the drafts of these

documents for their comments, based on which revisions and modifications

were made again and again. The drafts had also been faxed to the four

LPICs respectively for their examination before they were finalized.

Repeated modifications have been made of all the three documents during

the processes of framing, drafting and finalizing. See Annex 9.1 for

explanations on the modifications, which are aimed at enabling better

understanding of the case study of the four pilot sites.

A scheme was also developed for evaluating and monitoring the Action

Plan and the VA on energy efficiency in the principle of being easy and

simple to operate and being effective. See Annex 9.7 for details.

On January 8, 2004, the subcontractors received comments and

recommendations from Mr. Kornelis Blok, executive director of Ecofys, his

colleague Ms Dian Philipsen, and Ms Lynn Price, team leader of LBL,

about the VA draft. After careful study and analysis, their ideas were

incorporated into the draft with modifications made to meet with the actual

situation of the local governments and TVEs. Further consultations were

then made with the project CTA before the draft was finally formulated.

On March 19, the drafts of LPIC Statute, Action Plan, Energy

Efficiency VA and questionnaire designed were faxed to the four LPICs at

Sichuan, Dalian, Jiangsu and Hubei for the comments of the local

governments, and they gave no objections.
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On the morning of March 29, Mr. Gao Shangbin from MOA's Science

& Technology Department, Ms Cai Li from MOA's TVE Bureau, PMO &

PIC staff, CTA and the subcontractors held consultations at the MOA

conference center with Mr. Kornelis Blok and Ms Lynn Price. Mr. Blok

briefed the participants about latest development in energy and climate

policies in Europe while Ms. Price introduced voluntary actions aimed at

GHG emissions reduction in the US. They also answered questions raised

by the Chinese participants.

On the afternoon the same day, the VA and energy experts of the

subcontractors had special discussions with Ms. Wang Guiling, PMO

deputy director, Mr. Zhang Zhihong, CTA, Ms. Lynn Price and Mr. Blok,

going through clause by clause the VA draft for Nanjing case. The foreign

experts asked some questions about the clauses and proposed their

comments, which were accepted by the subcontractors.

On the evening of March 30, the VA and energy experts of the

subcontractors, Ms. Wang Guiling, Mr.' Zhang Zhihong, Hongyuan

executives and the representatives from 7 pilot TVEs had a meeting for

face-to-face discussions about technical upgrading programs. The TVEs

promised to move on with the programs adopted at the meeting.

The comments of UNIDO on the draft of final report reached the

subcontractors on March 30, who e-mailed back explaining some necessary

modifications. At the same time, modifications were done according to

UNIDO comments, and observations from PMO, PIC and CTA, before

they finally approved the draft.

The modified drafts of Statute, Action Plan and energy efficiency VA

were faxed or e-mailed between April 2 and April 9, to the four LPICs and

pilot TVEs for their final comments. They also presented no further

comments.

9
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On April 14, the subcontractors' team, PMO and Hongyuan staff and

CTA met with the Xinjin pilot TVE in Beijing for its technical upgrading

program, and agreement was reached on relevant details.

The subcontractors approached several times, PMO, CTA and PIC to

consult with them about the draft of our final report. Their comments have

all been accepted.

6.0 The 2nd training workshop

The 2nd training workshop can be divided into two parts.

Part one focused on preparatory work. On February 24, Ms. Wang

Guiling and Mr. Zhang Zhihong joined the subcontractors' team to discuss

about detailed arrangements of the workshop, including the workshop

topics, program, venue, participants and lecturers, and a draft program was

formed. The draft was modified and finalized after further consultations

with Ms. Wang, Mr. Zhang and Mr. Wang Xiwu on March 3.

From March 3rd to March 26th
, the subcontractors worked hard In

arranging for lecturers to take part in this workshop, collecting their

presentations, translating those of foreign lecturers, and having all materials

compiled and ready for trainees. (See Annex 9.0)

Part two is the workshop itself. The workshop took place from March

29th to March 31S\ thanks to the guidance and participation of PMO and

CTA.

• As suggested by PMO and CTA, the subcontractors invited not only

LPIC and TVE representatives from the four pilot sites under the

subcontract but also local government officials and TVE

representatives from other five pilot sites.

• The workshop is aimed at reviewing LPIC Subcontract Phase I and

enabling the LPICs to move on with replication of the best practices

10
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and promotion of VA mechanism throughout the pilot counties.

• The workshop covered topics such as energy and environmental

policies in developed countries, significance, approaches and

experience of VA application in China, barriers to VA application in

China, mechanism for sustainable development of LPICs, as well as

technical upgrading scheme for pilot TVEs.

• Following the presentations, discussions were held among the

participants, PMO and PIC staff, CTA and the subcontractors' team

on issues related to energy conservation and emissions reduction.

The representatives from the pilot sites have put forward many good

ideas about project implementation. The local government officials

at the four pilot sites under the LPIC Subcontract Phase I promised

to move faster in confirming the drafted LPIC Statute, Action Plan

and Energy Efficiency VA while the pilot TVEs agreed to make

quicker decision on their technical upgrading programs. The

establishment of LPIC and the TVE technical upgrading design at

the additional pilot sites are under way. The participants from these

places expressed their confidence in project implementation, and

their determination to seize the opportunity for sustainable

development.

More importantly, all participants discussed on the afternoon of

March 31st, about problems found in the process of LPIC

Subcontract Phase I, and tips for the additional pilot sites to carry

out Phase II. Ms. Wang Hui, the team leader of the subcontractors,

gave a report reviewing the implementation of the subcontract. Mr.

Tian Yishui briefed the participants about the VA design, and Ms.

Zhou Hong, legal expert of the team elaborated on the designing

approach of and the revisions made to action plans for the LPICs.

11
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Mr. Wang Hai, managing director of Hongyuan Co, talked about the

major LPIC-related events to take place in 2004 under the

subcontract for sustainable operation of Hongyuan while Ms. Wang

Guiling gave a presentation about the PMO's work plan for 2004

and the schedule for the establishment and capacity building of the

additional LPICs. Mr. Yuan Hui, deputy director of Dalian TVE

Bureau and the director of Dalian LPIC reviewed the establishment

of Dalian LPIC, and explained about its action plan and its future

work. Mr. Liang Xinbao from the pilot TVE of Moling Metal

Casting Factory unveiled the factory's plan for technical upgrading

and future development. Mr. Shen Fuqiang, standing vice president

of Shenhe Cement Co Ltd also reported activities they have taken in

capacity building, and talked about the development of the company.

Other participants from the pilot sites were also active in the

discussions. The workshop concluded with the summary by Mr.

WangXiwu.

The participants have agreed on the following points.

(1) The participants affirmed and praised the subcontractor's job.

They agreed that the project is characterized by LPIC, which is

combined with VA mechanism to realize the sustainability of the

project.

(2) PMO, PIC and CTA are satisfied with the training workshop

including its organization, implementation and results. TVE

representatives found it informative and helpful for them to learn

more. They felt enlightened on their future work.

(3) TVE representatives realized that under the current situation in

China, TVEs have to pay enough attention to environmental

protection so as to achieve sustainable growth. The project has

12
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given the TVEs a chance for development. They expressed their

commitment to speeding up activities under the project.

(4) All participants found the current situation in China is good for

project implementation. PMO and PIC called on all LPICs and

TVEs to seize the opportunity and take active actions. The

subcontractors and Hongyuan are requested to take faster steps

to assist LPICs and TVEs in implementing LPIC Statutes,

Action Plan and VA, and in finalizing technical upgrading

program for full implementation of TVEs' capacity building.

(See Annex 9.0)

7.0 Facilitating the signing of VA

On April 19, the subcontractors contacted, with the consent of PMO,

CTA and PIC, LPICs and pilot TVEs at Xinjin, Dalian and Jangning for the

signing of energy efficiency VA. The texts of the three documents were

delivered by express mail to them, and the local governments and pilot

TVEs have signed the documents, respectively. Photocopy of the signed

documents have been submitted to PMO, CTA, PIC and Hongyuan Co.

(See Annex 9.0 for the photocopy.)

8.0 Observations and recommendations

Over the past 8 months, the subcontractorss have accomplished all the

tasks and activities as stipulated in the contract, focusing on the

establishment and capacity building of LPICs at four pilot sites, and the

formulation of their statutes and action plans as well as VA on energy

efficiency. We reviewed our work and had the following observations and

recommendations, which will hopefully benefit future subcontractors for

the establishment and capacity building of the other LPICs.
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8.1 More should be done to help local governments and enterprises in

keeping up with latest concepts of environmental protection and energy

efficiency and in improving their awareness in this regard. China is a

developing country. Local governments in China are at an initial stage to

learn about environmental protection, and energy efficiency VA, especially.

VA is something completely new to the Chinese TVEs. It is necessary to

intensify publicity of new concepts. Local governments should be

encouraged to develop environmental protection economy, and enterprises

to establish the strategy of "priority given to environmental protection in

the process of development".

8.2 Taking into consideration of the Chinese characteristics, we should put

the local governments into full play. One of the major functions of LPIC is

to coordinate policy implementation and adjustment. In China, the

government is responsible to make policies and oversees policy

enforcement. Efforts should be made to arouse the interest of local

governments so that the project activities can be included in the work

program of local governments. It will help to form a from-top-to-bottom

mechanism to enhance project implementation.

8.3 LPICs can be established in vanous forms. The arrangement and

functions of local governments differ from each other. The actual capacity

and the attitude of local TVE authority or its supporting agency should be

taken into consideration in fixing the form and functions of LPIC. LPICs

can take different forms and have their own characteristics provided that

priority is given to energy conservation and emissions reduction.

14



I
I
I
I
I.
II
II
It

II
II
II
II
II
II
II
II
II
I
I
I
I

8.4 LPICs should be viable and active. Their action plans should

incorporate the current and long-term work plan and strategy of local

governments so that they compliment each other and interact in a good

manner.

9.0 Annexes

15
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Annex 9.1.1

Explanation for modifications in LPIC statutes

After the second progress report, the subcontractors approached the project CTA,

PIC and PMO and had several discussions on LPIC statutes, which were also sent to the

four LPICs for their comments and recommendations. Based on comments collected,

the statutes were revised. The following are explanations for revisions and

modifications made. They are meant to help readers to know about the process the

statutes were developed and the reasons for the modifications.

1. Adjustment is made to the structure of the statutes so that they are

more logically organized. For instance, "Organization of LPIC" is moved before

"Functions ofLPIC".

2. Modifications are made in "Functions of LPIC" and "Governance

and Working Procedures", adding regular information provided to TVEs about updated

energy efficient technologies and policies and environment evaluation.

3. "Reporting system" is added to working procedures.
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Annex 9.1.2

Explanations on the Supplementary Survey and Action Plan

After sending the second phase session project report to UNIDO, the deputy

director ofPMO, Ms Wang Guiling, together with UNIDO Chief Technical Advisor, Dr.

Zhang Zhgihong, made constructive comments on the survey reports and the action

plans as follows.

1. Orientation of the survey report

The survey should focus on the setup of LPIC in the county where pilot enterprises

are located. It also should focus on remove the market, policy, technical and financial

obstacles to the pilot industries' production, sales and application of energy efficiency

technologies. The title ofthe survey report should emphasize the setup of county LPIC.

2. The constitution of LPIC and the relationship between LPIC members should be

clarified.

3. As to the problem of property rights reform, how it is conducted, what the results are,

what problems exist and the definitions of different mechanisms should be clarified.

4. The exact contents of the referred current policies should be specified.

5. Survey results on environmental protection policies should be specified and the

following points should be mentioned separately.

-Overall environmental protection policies

-Measures taken by enterprises

-Whether the enterprises reach policy requirements



I
I
I
I
II
II
II
II
II
II
II
II
I
I
I
I
I
I
I
I
I

6. Action plan

According to UNIDO's suggestions on action plans in the drafted final report and the

changed realities, the action plans have been revised as follows:

1. The follow-up and report of the action plan has been added as the fifth part.

In this part, it is specified that in implementing the action plan, LPIC has to submit

annual working report to national PIC and MOA's GEF office for evaluation. In this way,

the whole process is followed up and reported and the action plan can be revised

accordingly.

2.The demonstration enterprises' energy efficiency index is revised In Sichan and

Nanjing' action plans.

Since the implementation of the second phase project in July 2003, the research and

survey work in Sichan and Nanjing was finished respectively in July and September.

But the technical upgrading plans of the demonstration enterprises in these two

provinces have been revised according to the latest policy and market orientation.

1) In Sichan province, Chengdu Construction Committee has issued Notice on Some

Regulations on Reimbursement by Wall Materials Specific Fund. According to the

notice, since March 1, 2004, all the wall materials used by bodies engaged in

construction and building must be new materials that are on the national extension list

and be certified by Chengdu's Wall Reform Office; for those construction projects that

use solid clay bricks, a fund shall be levied on the wall materials; before hiding the

walls, the bodies engaged in construction and building must inform the Wall Reform

Office to come and check the use of new wall materials, if the wall is hidden without

checking, then a fund shall be levied on the wall materials. The policy has been known

as physical examination for construction projects' energy efficiency.

According to Chengdu city' s realities, Chengdu Construction Committee shall not

compulsively extend dry wall in the near future. However, it has been specified that no

2
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outer wall is allowed for tile facing, but outer wall can use thermal insulation materials.

In order to adapt to these policies, the demonstration enterprise has revised its technical

upgrading plan.

In the former technical upgrading plan, the solid shale brick production line is to be

reformed. Rotating kiln and tunnel kiln shall be used to produce multi-hole bricks,

hollow bricks and decorative bricks. In this way, the goal of improving product' s

quality, energy efficiency and GHG emission reduction shall be realized.

In the new technical upgrading plan, some new points are included as follows: adopt

high-speed pulverizer to reduce the material granularity to less than Imm; build

storeroom of 800 m2, the raw material will be stored for more than 3 days before used;

use high-pressure vacuum squeezer to improve the quality of blank; improve the

equality of baking; improve the quality of brick and reduce energy consumption; adopt

heat insulation measures and temperature control system to improve thermal efficiency;

produce hollow brick with hole ratio from 45% to above 60%.

2) In Nanjing city, because of the intense internal and external market competition,

Shanghai Diesel Engine Company, a major customer of the demonstration enterprise,

has brought forward higher requirement for the demonstration enterprise's products, so

that the company itself can improve the quality of its own products.

In addition, Jiangning Economic and Technical Development Zone of Nanjing City is a

national level high-tech development zone. It passed IS014001 Environment

Management System Certification in June 200. It has become the largest-scaled one,

with best community supporting facilities and quickest development speed. The leading

industries in the Zone include electronics, light industry, machinery, automobile,

laser-involved industry and some other high-tech-intensive industries. It has been

reported that Ford Company shall settle in the Zone and establish its

automobile-manufacturing base. All these shall notably expand the demonstration

enterprise's market.
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In order to adapt to the market demands, the demonstration enterprise has revised the

technical upgrading plan. Formerly, cold-box processes shall be adopted and the second

annealing furnace shall be reformed. In the new technical upgrading plan, a

static-pressure automatic shaping production line with capacity of 20,000 ton/year shall

be built.

According to the revisions of the technical upgrading plans, the energy conservation

objectives in action plans have been accordingly revised. No revision has been made in

the corresponding survey reports.

pment of new dry-processed cement should be supported. The cement projects with

daily output of 4000tons should be supported in resourceful area and all the enterprises

are encouraged to disuse the backwards technology and apply new dry-processed

cement production technologies. Affected by policy changes, the pilot enterprise in

Tieshan district, Huangshi city of Hubei have adjusted their technical upgrading plan.

However, this report and action plan is not revised accordingly due to the time reason.

4



I
I
II
II
II
II
II
II
II
'I
I
I
I
I
I
I
I
I
I
I
I

An.nex 9.1.3

Explanation for modifications in energy efficiency VA

After the second progress report was completed, the subcontractors discussed with

the project CTA, PIC and PMO on the Vas developed, and heard their comments. We

also approached VA experts of Ecofys bv and LBL for their advice. Based on the

comments and advice, revisions and modifications were made to make it more

practicable and realistic to be a model text for TVEs. Revisions were made in the

following aspects.

1. Target of energy conservation re-designed:

Field surveys and investigations show that most TVEs apply simple process and

make single product. There are few technical upgrading choices for them, and once

upgrading is carried out, it will be very easy to fulfill the original target. The target, then,

is divided into two parts: one for technical upgrading and the other for end of the

UNDP/GEF project. In this way, monitoring and evaluation will be more effective. This

is where the target of energy conservation is changed.

2. More details are added to some ambiguous clauses, making them

more clear and cut. For instance, in "Revision and Termination", "other contingent

factors" are deleted, and "preferential policies" are more specific now.

3. Clauses that are not practicable are revised or deleted to make the

agreement more workable. In "target of energy conservation", for instance, parts of

stipulations concerning EEl correction are cut off.

4. In the clause of "monitoring and evaluation", measures to be taken

when the target is not fulfilled is put according to international experts, Ms. Lynn Price

and Mr. Ernst Worrel.

5. Some data are corrected and verified.
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Annex 9.2.1

Statute of Xinjin Policy Implementation Committee

Introduction

Clause 1 Nature

Xinjin Policy Implementation Committee (hereinafter referred to as Xinjin

LPIC) is an institution led by the Xinjin county government, which is

established to help brick making and metal casting TVEs in the county to

remove policy barriers in applying energy efficient technologies.

Clause 2 Objective

The objective of Xinjin LPIC is to promote energy efficient technologies in

the brick making and metal casting industry, and to reduce energy

consumption and emissions reduction by means of effective management

mechanism while manufacturing quality energy efficient products. It is

aimed to drive the sustainable development of TVEs and environmental

improvement in the county.

Organization of Xinjin LPIC

Clause 3 Member organizations

Xinjin LPIC is comprised of representatives from the County TVE Bureau,

the County Bureau of Environmental Protection, the County Bureau of

Building Planning, the County Office of Wall Materials Reform and the

County Bureau State Land Resources.

Clause 4 Delegates

Xinjin LPIC shall have 5 delegates, who should be directors of the
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above-mentioned 5 local government authorities.

Clause 5 Term of service

Xinjin LPIC delegates, to be nominated by the county government, shall

serve a term of three years. If any member organization wishes to delegate

its membership to a delegate from within the same office as the actual

member, a written application of such delegation should be submitted to the

county government for approval.

Clause 6 LPIC Directors

The deputy county governor in charge of industries shall take the post of

Director, and a deputy director of the County TVE Bureau shall take the post

of Deputy Director. The Deputy Director can act as Director in his absence.

In addition to the normal duties and obligations of a member of Xinjin LPIC,

the Director (or acting Director) chairs meetings of Xinjin LPIC, signs

Minutes and formal correspondence of Xinjin LPIC.

Clause 7 LPIC Office

The Xinjin LPIC Office is responsible for the administrative routine

activities of Xinjin LPIC and communications with the PIC and the project

management office of the UNDP/GEF Chinese TVEs Project. The Office is

established within the County Government Office at the address of No. 34,

Huifeng Road., Xinjin County, Chengdu City.

Clause 8 Office staff

The office staff includes experts in local policy issues, the director and a

deputy director of the TVE Bureau Office.

Functions of Xinjin LPIC

Clause 9 The major responsibility of Xinjin LPIC is to promote, under the guidance

and with the coordination of the national PIC and the national project

authority, .energy efficient technologies in the metal casting industry of the

2
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county, and to remove policy barriers encountered in the process.

1. Xinjin LPIC will develop and implement action plan aimed at promoting

regulatory reform with TVEs in the county, and market transformation

of energy efficiency technology and projects.

2. Xinjin LPIC will promote Energy Efficiency Voluntary Agreement 01A)

to be signed by and between the local government and TVEs.

3. Xinjin LPIC will regularly provide TVEs with information about

updated energy efficient technologies and related policies both inside

and outside China.

4. Xinjin LPIC will promote in the county better enforcement of existing

national policies for technical upgrading, energy conservation and

environmental protection.

5. Xinjin LPIC will establish incentive mechanism to promote energy

efficient technologies, and have best practices in energy conservation

and emissions reduction replicated throughout the county.

6. Xinjin LPIC will recommend to the national PIC rewards to

organization(s) or individual(s) with remarkable performance.

Clause 10 Responsibilities of member organizations

1. The County TVE Bureau assumes the responsibility of organization and

coordination activities as well as the administration of all brick making

and metal casting TVEs in the county.

2. The County Bureau of Building Planning, the County Office of Wall

Materials Reform and the County Bureau of State Land Resources are

responsible to provide technical support to brick making and metal

casting TVEs applying energy efficient technology.

3. The County Bureau of Environmental Protection will provide guidance

to brick making and metal casting TVEs in the aspect of policies and

emissions standards, and will conduct environmental evaluation of the

3
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TVEs.

Governance and working procedures

Clause 11 Modality of operation

Xinjin LPIC will operate by means of meetings, once half a year. The

Director, or the Deputy Director in his absence, will chair the meetings. A

meeting will be considered duly valid if more than 50% of its members are

present.

Clause 12 Interim meetings

The LPIC Director may call interim meetings as per the request of PIC,

and thePMO.

Clause 13 Reporting system

Minutes of meetings and progress reports will be submitted to the national

PIC on a regular basis.

Supplementary Articles

Clause 14 This statute will become effective after it is discussed and approved by all

LPIC members. Xinjin LPIC reserves the right for the explanation of this

statute.

4
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Annex 9.2.2

Action Plan of the LPLC of Xinjin County, Sichuan Province

1. Project Background

The project of "UNDP/GEF Energy Conservation & GHG Emission Reduction in
Chinese TVEs" has been funded by GEF. The aim of the project is to help Chinese
TVEs that engaged in brick-making, cement, casting and coking to adopt energy
efficiency technologies and to reduce GHG emission.
During the project's first phase, the market, policy, technical and financial obstacles to
the adoption of energy efficiency technologies have been identified and evaluated and
strategies to remove the obstacles have been formulated.
During the second phase, it has been proposed to establish top-down LPLC both at
central and local level. The PLC shall be the new mechanism to remove the policy
obstacle and to promote energy efficiency in Chinese TVEs by adopting a market
transformation approach.
In order to realize the objectives set for the project's second phase, to create a sound
environment for the demonstration enterprises and the brick industry that these
enterprises belong to, to promote the implementation of policies, laws and statutes, to
establish a mechanism favorable for enterprises to adopt energy efficiency and GHG
emission reduction and to extend the experiences accumulated by the demonstration
enterprises, The county-level PMC of Xinjin county in Sichuan province has
formulated the action plan.

2. Obstacles to Adopt Energy Efficiency Technologies

For Xinjin county's Brick industry, the market, policy, technical and financial
obstacles to adopting energy efficiency technologies are as follows:

CD The enterprises have no energy management system;
Q) The brick industry has no professional experts and no energy efficiency

supervISor;
Q) There are difficulties in obtaining and evaluating information on energy

efficiency technology;
@ Since the quality of the brick is low, facing brick has to be used in

architectural building. This has increased the architectural cost and caused
energy waste;

~ The enterprises have difficulties in obtaining finance because they have no
land tenure right and have no capital for mortgage.
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3. Objective

(1). Short-term objective (2003-2005)
CD The government sign Energy Efficiency Voluntary Agreement with

demonstration enterprises.
Q) To upgrade the energy efficiency technologies and the objective is to reduce

energy consumption per unit product (or production value) by 12%;
a> To establish an effective mechanism for brick industry's sustainable energy

efficiency and GHG emission reduction.
(2) Medium and long term objectives (2006-2008)

CD In 2008, compared with the data of2002 (baseline), the ultimate objective is
to reduce energy consumption per unit product (or production value) by 15%.

Q) To extend the demonstration enterprises' voluntary Agreement model in brick
industry and to establish enterprises' self-improving mechanism to promote
energy efficiency by adopting a market transformation approach.

4. Implementing Plan

(1) Government sign EE Voluntary Agreement with demonstration enterprises.
Time: July 2003-December, 2008
Objective: government sign Energy Efficiency Voluntary Agreement with
demonstration enterprises; based on 2002 (reference year), by 31st December 2005,
the Demonstration Enterprise shall complete the Energy Conservation Project and
achieve the energy conservation target: reduce energy consumption per unit product
(or production value) by 12%; and by 31st December 2008, achieve the energy
conservation target: reduce energy consumption per unit product (or production value)
by 15%.
Tasks:

CD Consult with enterprises and formulate energy efficiency technology
upgrading plans that are to be assessed

Q) Identify barriers to the implementation of the plan.
a> LPIC consult with local government and formulate incentive policy;
@) Work out Energy Efficiency Voluntary Agreement draft together with

demonstration enterprises;
~ Consult with PLC and RCF and provide technical and financial support;
@ Sign Energy Efficiency Voluntary Agreement; (See Energy Efficiency

Voluntary Agreement for detailed incentive policies and Energy Efficiency
indexes)

(f) According to the stipulations of Energy Efficiency Voluntary Agreement, the
implementing progress of the tasks is to be supervised by the third party that
has been confirmed by the parties involved in Energy Efficiency Voluntary
Agreement;

<ID Summarize the experiences accumulated by demonstration enterprises and get
ready for extending the experiences in Xinjin county's brick industry.
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( 2) Establish local expert group for Xinjin county's brick industry and
strengthen capacity building
Time: December 2003-June 2004
Objectives: According to the technical reality of the local brick industry, technicians
selected from Xinjin county brick factories shall be organized for capacity building.
This will provide personnel resource for energy efficiency and for removing market,
policy, technical and financial obstacles.
Tasks:

CD In December 2003, a local expert team is be formed, consisting 5 technicians
selected from different local brick enterprises
Q) Provide training for expert team members

Time: February 2004
Locus: Xinjin county of Sichuan Province
Contents:

a. The development trend of brick industry
b. The practical technologies of brick industry
c. Laws, statutes and technical standards related to brick industry;
d. Energy efficiency management for brick industry.

Q) Establish Energy Efficiency supervisor system in brick factories
Time: February-August 2004
Tasks:

a. Local expert team members participate in the above-mentioned
training and establish supervisor system (draft) according the
enterprises' realities.
b. Operate according to the system and make records.
c. Compare energy efficiency situations before and after establishing the
system.
"d. Find out the system's shortcomings and revise the system accordingly
and form formal system.
e. Exchange the experiences accumulated from implementing Energy
Efficiency supervisor system within Xinjin county.

( 3) Establish local brick industry Energy EfIiciency network
Time: December 2003-June 2004
Objectives: Based on Sichuan Wall Material Scientific and Technical Information Net,
establish brick industry Energy Efficiency website and make full use of the
advantages of internet to exchange the new mechanism, new information, new
methods and new technology that can be utilized to remove the obstacles. Organize
those high energy consumption and heavy pollution enterprises by Internet and
conduct activities of energy efficiency and C02 emission reduction and increase the
enterprises' overall competitiveness.
Tasks:

CD Establish a policy column to publish the national and local laws and statutes
on energy efficiency and GHG emission reduction;

Q) Establish an information column to follow up the progress of energy
efficiency and GHG emission reduction;

Q) Organize technical forum and propose suggestions on energy efficiency and
GHG emission reduction for Xinjin county's brick industry and offer reliable
technical support for enterprises.

3
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@ Organize the enterprises to implement energy efficiency and GHG
emission reduction activities and publish the related information to the public.
In this way, those enterprises that have done well shall be motivated and
others shall be urged.

( 4) Policy recommendations
Time: July-September 2003
Objectives: Propose to Chendu Wall Rebuilding Office to improve the quality of
brick and promote dry walls among Chendu's architectural industry. In this way, the
policy shall demonstration the market and the market shall lead enterprises to conduct
energy efficiency and GHG emission reduction activities.
Tasks:

CD Organize experts to survey Chengdu's market for brick, energy consumption
status of brick industry and the phenomenon of tile facing on architectures.
Q) Compile survey reports.
Q) Conduct workshops and put forward policy recommendations to improve

brick quality and promote the extension of dry walls.
@ Report the policy recommendations to Chendu Wall Rebuilding Office;

( 5) Favorable policies for those enterprises that sign Energy Efficiency
Voluntary Agreement
Time: July 2003-December 2005
Objectives: Favorable policies for those enterprises that SIgn Energy Efficiency
Voluntary Agreement
Contents:

CD With the influence of GEF project, win credibility surety fund for those
medium and small scale enterprises that sign Energy Efficiency Voluntary
Agreement.

Q) Guide the enterprises to conduct energy efficiency and OHO emission
reduction activities and accelerate the depreciation of the equipment listed in
government's clean production catalogue.

Q) The cost used for energy auditing and training is to be listed in enterprises'
runnmg expenses.

@ The proportion of the cost incurred for researching and developing
technologies for energy efficiency and OHO emission reduction shall be
increased and included in overhead expenses.

(6) Strengthen publicity and extension
Time: December 2004-2008
Objectives: Publicize energy efficiency and extend Energy Efficiency Voluntary
Agreement
Actions:

CD Strengthen energy efficiency publicity
In December 2004, Energy Efficiency Publicity Week in Xinjin County shall be
conducted. About 200 banners shall be hung in 200 main roads and energy
efficiency ideas shall be publicized. Those demonstration enterprises that sign
Energy Efficiency Voluntary Agreement shall be introduced to the public.
@ In April 2005, 200 pamphlets on IS09000 shall be printed. This shall help to
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improve the enterprises' management level and their awareness in energy
efficiency technological upgrading and lay a basis for carrying out the
environment protection management standards listed in ISO 14000.

@ In December 2006, organize an on-the-spot meeting to introduce the typical
enterprises that conduct energy efficiency and introduce their experiences.

@ In April 2007, train those enterprises that are willing to sign Energy Efficiency
Voluntary Agreement with government and recommend potential
demonstration enterprises to PMO according to project requirements.

@ In January - December 2008, environment protection management standards
listed in IS014000 shall be carried out in 1-3 enterprises.

(7) Reward system
CD Recommend enterprises to participate in the appraisal of Advanced

Enterprise;
Q) Commend and award those groups or individuals that contribute greatly

to research, development and extension of energy efficiency
technologies.

5.Follow-up and report of the action plan

According to local realities, LPIC formulates report on the previous year's work every
January and works out Annual Working Plan of LPIC of XinjinDistrict, Chengdu City
(Refer to the attachment for detailed form). The report is to be submitted to national
PIC secretariat before January 31. The secretariat is to collect all the submitted reports
and reports to MOA's GEF office. All the reports are to be evaluated by the office and
each action plan shall be revised according to the evaluation results.

5
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Annex 9.2.2.1

Report on Study Tour of LPIC in Xinjin County of Sichuan Province

According to the framework and plan of "UNDP/GEF Energy Conservation & GHG Emission

Reduction in Chinese TVEs Project", in order to promote the energy efficiency technology adoption

during their production and marketing of Xinjin brick industry, to help them remove the obstacles in

their market, policies, technology and fmancing, and to direct the establishment of LPIC in the county

and promote its capacity building, a study tour group, with workshops, on-the-spot investigation and

questionnaire answering activities employed, led by Ms. Wang Guiling, PMO deputy director,

consisting of Ms. Wang Hui, subcontractor manager, subcontractor experts and technical professionals,

went to Xinjin county, Sichuan province and conducted a five-day tour from July 27-31, 2003 (See

attachment for detailed activities and name list of the participants). In order to guarantee the quality and

effectiveness of the tour, Dr. Zhang Zhihong UNIDO Chief Technical Advisor and Ms. Dian,

Netherlands Volunteer Expert had been invited to participate in the tour.

1.Brief Introduction of Brick Industry in Xinjin County

Xinjin County is located 28 km south of Chengdu, the capital of Sichuan province and 18 km away

form Chengdu Shuangliu International Airport. It covers an area of 330 km2
, including 250-thousand

mu arable land and the total population of the county is 285 thousand.

Table 1: Basic Data on Brick Industry in Xinjin County

Unit Brick industry TVEs Percentage of brick
industry to TVEs in

2001 2002 2001 2002 2002

Number of 5 7 1828 1869 0.37Factories --

Total output 10,000 1672 2087 376534 417040 0.50value Yuan

Initial fixed 10,000 1832 2356 123148 146981 1.60capital Yuan

Staff Person 1219 1340 35772 35465 3.80employed

Clay brick and shale brick are the two major varieties produced by Xinjin brick industry. Since early

1990s, Chinese government has begun to popularize the conception of protecting arable land and forbid

to produce and use clay brick. Since the end of 1990s, the factories of clay brick have begun to shrink

and disappear. Now Xinjin have 20 clay brick factories among which 9 have certificates or official

approval for producing while the other 11 have not got such certificate. By the end of year 2005, all

. clay factories will have been closed. Due to the policy adjustment and facing the compulsory closing
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date of year 2005, there is no statistics on clay brick industry of Xinjin County.

Shown in table 1, the total output value of the value of brick industry in 2002 is 20.87 million Yuan,

accounting for 0.5% of the total value of township and village enterprises (TVEs) which amounts to

4.17 billion Yuan and. Among the 35465 people employed by local TVEs, there are 1340 employed by

brick industry, accounting for 3.8%.

Xinjin County enjoys rich shale resource that is distributed in barren mountain and wild land. The brick

factories in Xinjin County have depended on shale as raw material because the reclaiming of the mined

areas needs little efforts. There are 7 factories engaged in the production of shale brick and the total

output value amounts to 20.87 million Yuan, accounting for 8.5% of the total production of the

county's Constructional Materials Industry (CMI).

There are 1340 staffs in the factories, covering 26.7%of the CMI industry. The annual output of fired

shale products equivalent has reached 209.88 million pieces of standard brick.

Table 2: Basic Data of Shale Brick Industry and Constructional Materials

Industry in Xinjin County

Unit Brick industry Constructional

Materials Industry
% of brick industry to

(CMI) CMlin 2002

2001 2002 2001 2002

Number of
5 7 22 24 29Factories --

Total output 10,000 1672 2087 22672 24500 8.5value Yuan

Initial fIxed 10,000
1832 2356 13832 15400 15.3capital Yuan

Staff Person
1219 1340 4880 5012 26.7employed

Shale brick firing industry is one of the major energy consumers in Xinjin County. In 2002, the total

energy consumed reached 24,976 tons of coal equivalent and 62,440 tons of CO2 was emitted. So the

adoption of technologies aiming for energy efficiency and CO2 emission reduction in this industry will

greatly improve the regional environmental quality.

The energy cost covers for 35% of total cost of brick industry in Xinjin country. The electricity price in

Xinjin County is quite high, 0.6 -0.8 yuan/Kwh while the price in other area is only 0.4-0.5 yuan/Kwh.

There are three reasons accounting for the high-priced power: firstly, the power used by the county is

not supplied directly by Chengdu Power Bureau. During the peak power consumption hour, it was

always switched off to restrict the use of electricity in order to ensure civil electricity supply. Secondly,

the county's backward power infrastructure, the overloaded electricity grid and the low safety

coefficient have led to unstable power supply. Thirdly, the industrial power consumption pattern is not

reasonable and power waste phenomenon still exists. All these factors have increased the industrial cost

and reduced the enterprises' market competitiveness.
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Table 3: Energy Consumption and CO2 Emission of Brick Industry

in Xinjin County

Unit 2001 2002

Output 10,000 pieces 17874 20988

Energy consumption Ton of coal equivalent /
1.18 1.19

Per Unit 10,000 pieces

Total energy
Ton of coal equivalent 21091 24976

consumption

CO2 emission Ton 52730 62440

It has also been found out during the survey that both the local administrative departments and most

factories engaged in shale brick have managed the constructional materials industry in an extensive

way. The cost, energy and quality control are not administrated by scientific statistics, but by the

managers' experiences, which lead to the shortage of statistics and energy-efficiency managing

indicator.

2. Brief Introduction of the Pilot Enterprise

Yongxing shale brick factory, the pilot enterprise selected by the project, has been founded in 1985.

The factory covers an area about 100 mu and has introduced T Rotary Kiln in a creative way. It

annually produces shale brick of various kinds 80 million pieces. It has reclaimed about 103.5 mu lands

since the founding of the factory and has been awarded the title of the Second-grade Energy Efficiency

Enterprise by Ministry of Agriculture. It has passed the IS09000 certification and the [mancial

credibility of the factory is AAA.

The factory has used good shale as raw materials and the products include 3 kinds and 16 variety bricks.

They are KPI circularly perforated and rectangle perforated brick, perforated modulus brick,

non-load-bearing hollow bricks with more than 6 perforations and common solid brick ofK.F series. In

1992, the common shale brick produced by the factory has been awarded as Chengdu s high-quality

product. 16 varieties of products of three series have enjoyed good reputation in constructional

materials market.

On the base of the success achieved during the I SI phase, the project 2nd phase shall upgrade the solid

shale brick production line to produce perforated brick, hollow brick and ornamental brick and achieve

the aim of improving product's quality, promoting energy efficiency and reducing GHG emission.

Wide tunnel kiln shall be used for firing. Heat insulation measures, temperature adjustment and control

system shall be adopted to improve the heating efficiency of the kiln and also lay basis for the

production of dry walls in the future. The technical upgrading of the factory requires an investment of 5

million Yuan. The energy efficiency of the upgraded production lines are as follows: the changing of

solid brick production to the production of perforated brick (void ratio 25%) and hollow brick

(void ratio 45-50%) shall reduce the consumption of coal by 25-30% and shale by 25%-30%. The

discharge of S02 and CO2 shall be decreased by 25%-30%. Suppose coal consumption for producing

3
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solid brick is 1.6 ton per 10,000 pieces, the annual production of 40 million brick (converted into

common brick) shall save 1600-1920 tons of coal equivalent. As tunnel kiln can strengthen heat

insulation, coal can be further saved.

Table 4: Comparison before and after Upgrading

Before Upgrading After Upgrading

Perforated brick, hollow brick
Product varieties Solid brick

and ornamental brick

Common perforated brick 0.4 5Yuan/piece of KPI
Product price

0.17Yuan/piece ornamental brick

Production processes Rotary kiln Tunnel kiln

Besides, from the perspective of architectural energy efficiency, the replacement of solid brick by

perforated brick (void ratio 25%, 240mm thick wall) shall save energy used for heating in winter or

cooling in summer by 25%. At least 4000-4800 tons of CO2 emission shall be reduced. The

implementation of the 2nd phase project shall effectively utilize local shale resource and reduce GHG

emission. It shall also have significant demonstrative effects for factories that use local shale resource

in the southwest China.

3. Administration System of Brick Industry and LPIC Building

Xinjin County TVEs Bureau supervises the TVEs in Xinjin County. The bureau also supervises and

serves local medium and small-scale enterprises and nongovernmental businesses. The brick industry

of the county has been administratively managed by the TVE Bureau and professionally guided by

local Wall Reconstruction Office and Architecture Planning Bureau.

In addition to supervising and serving all the local TVEs, Xinjin County TVEs Bureau has focused on

serving the major industries and enterprises engaged in producing constructional materials, food,

machinery, leather, etc. The Leadership and Coordination Group for Major Enterprises, headed by a

deputy head of the county, has been established and effectively promoted the local economic

development.

In order to provide better service for local enterprises, Xinjin County TVEs Bureau has supported the

establishment of three trade's societies, including Xinjin County Architecture and Constructional

Materials Association.

In spite of that, there is no governmental organ in the county that specifically engaged in helping

enterprises to adopt technologies for energy efficiency and GHG emission reduction and helping them

to overcome the policy obstacles confronted during the adoption of these technologies.

After the implementation of the project during the first phase, local authorities have realized the

importance of energy efficiency and GHG emission reduction. According to the second phase project

documents and local realities, Xinjin County TVEs Bureau has established LPIC. Coordinated by the

TVEs Bureau, different departments have responded actively to LPIC and expected objects have been

realized.
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4. Property Right of Xinjin County's Shale Brick Industry

Property right reform has been conducted since reform policy being implemented in rural China. At the

beginning of reform, most brick enterprises were collective-owned enterprises (established by farmers

from town, village or villager groups). In 1998, TVEs began to be transformed to joint-stock and

cooperation enterprises (based on cooperation and jointly funded by the employees, certain amount of

societal investment is absorbed and conducts the mechanism of autonomous management,

responsibility for its profits or losses, labour in common, democratic management, distribution

according to workload and dividends distributed in proportion to shares). Later the enterprises to

limited liability companies (established and invested according to law by stockholders and the

responsibility of stakeholder is limited to the amount of his shares). By the end of 2002, there have

been 748 non-public ownership enterprises, accounting for 90% of the county's total enterprises.

104,000 people have been employed by these non-public ownership enterprises. Taxes paid by these

enterprises accounted for 75% of the industrial and commercial taxes in the county and their output

accounts for 80% of the county's GDP.

The seven shale brick factories had been reformed into limited liability companies by 1998.

Property right reform has greatly promoted the development of Xinjin building materials industry. The

tax turnover of the industry has grown by 16.8%, total output value by 7.9% and the number of

people employed by 7.8%.

Table 5: Comparisons of building materials industry before and after Property Rights Reforms

Unit Before (1997) After ( 1998 ) Increase or Decrease

Tax turnover
10,000

3683 4302 16.8%
Yuan

Total output 10,000
21500 23200 7.9%

value Yuan

Staff employed Person 2895 3122 7.8%

The reform and consummation in property rights system put new vigor for the factories' development

and promoted the self-decision-making in the technical innovation. The government's interference has

been reduced and enterprises can make their own decisions rapidly according to market demands,

perusing for more interest. Property rights reform give propelling power to the enterprise for technical

upgrading. Property reform also increased enterprises' fmancing capacity by connecting the fmancing

with cost and interest of investors directly. After the property reform, fixed asset of the enterprise have

increased by 7.9%.

5. Relevant Policies on Brick Industry in Xinjin County

1) Prohibition of Production and Use of Solid Clay Brick

On May 21, 2003, Chengdu Municipal government issued Provisional Measures on Prohibiting

Production and Use of Solid Clay Brick in Chengdu. It said, since June 1, 2003, the production and use

of solid clay brick should be prohibited. Within Chengdu's administrative region, no project shall be

, passed for newly building, rebuilding or expanding solid clay brick production lines. Those enterprises
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that get soil from arable shall be closed and the production of those that get soil from non-arable land

shall be stopped by December 31, 2005. In order to reinforce the effect of the Provisional Measures on

Prohibiting Production and Use of Solid Clay Brick, it also made some stipulations on responsibilities

and punishments for institutions engaged in designing and constructing solid clay brick production

lines.

Xinjin County has actively implemented the above-mentioned document and made a survey of the 20

clay brick factories in the county. The Implementing Opinion on Provisional Measures on Prohibiting

Production and Use of Solid Clay Brick was formulated on May 29, 2003. Responsibility contracts

were signed between the county government and governments at township level. 11 solid producing

factories without certificate for clay mining were closed and the other 9 qualified enterprises should be

closed before certain appointed dates. The laid-off workers and the collective property also have been

carefully arranged.

2) Levying Only Half of the Value-added Tax

According to the Notice on Levying Value-added Tax for Utilization of Some Resources and other

Products, which was issued by Ministry of Finance and State Administration of Taxation of China on

December 1,2001, some new wall materials and products such as shale brick shall enjoy the favorable

policy that only half of the value-added tax shall be levied. The policy was vigorously implemented in

the 6 surveyed enterprises in Xinjin County.

The implementation of the Provisional Measures on Prohibiting Production and Use of Solid Clay

Brick has restricted the production and marketing of the solid clay brick. The supplementary policies

such as levying half of the value-added tax for shale brick and levying all the value-added tax for solid

clay brick, has discouraged the production of solid clay brick. The solid brick has been forced out of

Chengdu market. The former 33% market shall enjoyed by solid brick has been replaced by shale brick

and there is a promising market for the production of shale brick.

6. Environment Protection Policy

Currently, China's environment policies have been materialized by 8 environment management

systems, including Environment Impact Assessment System for Constructional Projects; Three

Qualifications System for Constructional Projects; Payment for Pollution Discharge System;

Quantitative Evaluation System for Integrated Treatment of Urban Environment; Accountability

System for Environment Protection Targets; System for Pollution Reporting and Registration and

Pollution Discharge License; System for Centralized Pollution Control; and System for Time-limited

Pollutant Treatment and Treatment of Hazardous Waste by Administrative Bodies.

As to the implementation of these systems, the following systems are closely related to enterprises:

Environment Impact Assessment System for Constructional Projects; Three Qualifications System for

Constructional Projects; Payment for Pollution Discharge System; System for Pollution Reporting and

Registration and Pollution Discharge License and System for Time-limited Pollutant Treatment and

Treatment of Hazardous Waste by Administrative Bodies.

In June 2003, the Managing Rules on Levying and Using Pollutant Discharge Fees was issued by State

Environment Protection Administration and put into force on July 1,2003. The Provisional Method on

Levying Pollution Fees, which was promulgated by the State Council on February 5, 1982, and the

Provisional Method on Compensated Using Exclusive Fund for Pollution Source Treatment, which was

. promulgated by the State Council on July 28, 1988, was abolished at the same time.
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According to it, the fee levying ways and scope has been adjusted: the former fee charging for pollution

discharge that over a certain standard is changed to charge fee both for within-standard and

over-standard pollution discharge. Formerly, fee was charged on the basis of one single over-standard

factor. Now, various pollutants are converted into an equivalent pollutant and fee shall be charge

according to the converted total pollution. The fee charged is included into government fmancial

budget and managed as exclusive fund for environment protection. The expenses incurred by

environment administrations are covered by government fmance. In this way, the pollution discharge

fee levying become or fair and reasonable.

According to the newly issued Regulation on Collecting and Using Pollution Fee and the Implementing

Method formulated by some provincial department, Xinjin County has worked out the specific way to

collect 802 pollution fee. Formerly, based on total coal consumption and its S content and the unit fee

of 15 Yuan per ton of coal, the total fee paid for 802 emission can be calculated. Now the fee is paid

according to the actual S02 emission amount tested by local environment protection administration.

The unit fee standard for S02 emission is 0.2 Yuan/kg in 2003,0.4 Yuan/kg in 2004 and 0.6 Yuan/kg in

2005. According to this standard, the S02 fixed in brick shall be excluded and the way to calculate the

pollution fee shall be more scientific and reasonable.

Xinjin Environment Protection Bureau has a good understanding of the technical and fmancial

situations of the Xinjin brick industry. So during their execution of the abovementioned policies, they

demanded the enterprises to obey the "Three Qualifications" when they build, rebuild or expand their

production.

7. Technology Status of the Brick Industry in Xinjin County:

1) Currently Adopted Technologies

The production line in the pilot enterprise is designed by experts and has done the energy balancing.

The other enterprises just design their own line referring to the technique and equipment of the pilot

enterprise. The brick enterprises in Xinjin County have no other fixed source of technical information

on energy efficiency and GHG emission reduction except from the pilot enterprise. Among the five

non-pilot enterprises, no technology comes from technical market, Internet or patent market. These

enterprises know little about the scientific institutes and lack the channel to obtain technologies and

information of energy efficiency and GHG emission reduction.

2) Technical Service for Energy Saving and Emission Reduction

According to the information provided by Xinjin County TVEs Bureau, there is no brick manufacturing

major in colleges and universities. The major related to this industry is silicate and cement major. It

shall take 2 years even for professionals from these two majors to grasp the skills of technologies of

brick manufacturing.

From the following table, it can be seen that there is a shortage in the technical personnel. Although

every enterprise has its own professionals, they are busy dealing daily productive activities and have no

time to learn energy efficiency and GHG emission reduction technologies. The studying of these

technologies is regarded as individual affairs. There is a construction society in the county, but the

technical professionals seldom participated in its activities.
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Table 6: Statistics of the Technical Personnel in Brick Industry

Percentage (%)

Total number of staff Employed 1340

High professional title 0 0

Medium professional title 0 0

Preliminary professional title 1 0.1

Graduates from colleges or universities 1 0.1

Junior or senior high school 646 48.2

3) Little Attention been Given to energy Efficiency

According to the survey results, energy consumption has accounted for 35% of the total cost in brick
industry and this proportion is very high. But since there is huge market demand, the enterprises can
earn enough profits even with such high energy cost. Although enterprises are willing to increase their
energy efficiency and reduce their energy cost, the investment in technical upgrading is huge and they
would rather pursue short-term benefits than invest in technical upgrading.

4) Lack of motivation for adopting new technologies

Xinjin County is located between rural and urban areas. Although the market demand for the quality of
the brick varies greatly, most brick users in countryside and small towns prefer low-quality brick
because of their low-income level. So there is a promising market demand for low-quality brick.

Since there is little supply of high-quality brick in the market, those consumers that need to use
high-quality brick have to use face tile on the surface of the building made of brick in order to
guarantee the appearance effect of the building. The manufacturing of common brick and face tile has
caused double energy consumption and waste.

This led to a dilemma in market: no high-quality brick is used to face wall; the manufactures do not
need to produce high-quality brick to survive and the low-quality brick produced has to be used to face
walls.

The low-grade and low-quality brick can't be directly used to build dry wall. The competition at low
price level has made it impossible for the enterprises to get desirable profits and this subsequently
hampers the enterprises' investment in technical upgrading and discourages their motivation in
adopting energy efficiency technologies.

8. The Financial Status of the Brick Industry in Xinjin County

The brick industry in Xinjin County has started when China's economic reform just began. 80% of the
fund has come from bank loan and collective fund. At that time, bank loan had been directed by
administrative decisions.
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With the development of China's market economy, most funds used for technical upgrading has been

collected by the enterprises themselves or from borrowing social fund and bank loan.

Some of fund has been accumulated by the enterprise itself and the fund borrowed from society

includes fund borrowed from the managers and employees. These two parts of fund accounts for only a

minor part of the total fund. With China's financial reform, the public-owned banks have been

reformed into commercial banks. In the process of applying for bank loan, the key problem the

enterprises faced with is the provision of mortgage. Since the brick factories utilize the rented shale

resource and have no property right over the land, so the land cannot be mortgaged. Most factories

have not enough equipment and workshop building as mortgage, so it is very hard for them to get loan.

In 1996, People's Bank of China adopted the policy of deflation and "loan trace out all life". This

policy has made local banks would rather turn over the savings than run the risk of granting loans to

enterprises.

In recent years, bank loans have followed the pointed direction of the national policy and

policy-oriented fund. This part of fund has been channeled to technology~intensive industries or trades

that are closely related to national economy and the people's livelihood. Inadequate attention has been

paid to industries such as brick production that are labor-intensive, low in technical content,

small-scaled and distributed in remote areas. How to provide mortgage for enterprises, especially TVEs,

has become the bottleneck restricting TVEs' adopting advanced technologies.

In order to promote the fmancing of the medium and small-scale enterprises, Chengdu municipal

government has formulated Opinions on the financing of the medium and small-scale enterprises

([2002J 40) on December 26,2002. In this document, there are clear items on the principles, objectives,

fmancing object, conditions and major measures for fmancing medium and small-scale enterprises.

Support fund has been established to promote the fmancing of the medium and small-scale enterprises.

In 2003, 80 million Yuan has been set aside by the public fmance as exclusive fund for fmancing

medium and small-scale enterprises in Chengdu. Financing credibility system, mortgage system and

loan risk sharing mechanism has also been established.

In order to reinforce the effect of the above-mentioned document, on April 29, 2003, Chengdu

municipal government issued Notice on printing and distributing 5 supplementary documents on

financing medium and small-scale enterprises. The five documents include: Implementing Rules on

Promoting Financing Medium and Small scale Demonstration Enterprises in Chengdu; Rules on

Levying and Managing Exclusive Fund for Financing medium and small scale enterprises in Chengdu;

Provisional Rules on pilot charging for Financing medium and small scale enterprises in Chengdu;

Implementing Rules on Mortgage for Financing Medium and Small scale Demonstration Enterprises in

Chengdu and Implementing Opinion on Building Information Reserve for Financing Medium and

Small scale Demonstration Enterprises in Chengdu.

Xinjin County has actively implemented the above-mentioned documents and 30 million Yuan has

been set aside by local public fmance in 2003 as exclusive fund for fmancing medium and small-scale

enterprises in Xinjin County.

It has been clearly indicated by Xinjin county TVEs Bureau that it shall assist pilot enterprises to apply

for exclusive fund after they sign Voluntary Agreement. The formulation of the above-mentioned

policy shall promote the fmancing of energy efficiency technology upgrading in brick industry.
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9. Sichuan Wall Material Scientific and Technical Information Net

As the sub-website under National Wall Material Scientific and Technical Information Net, Sichuan

Wall Material Scientific and Technical Information Net was founded 26 years ago and has been guided

by former Information Management Division of Sichuan Provincial Constructional Materials Bureau

and supported by Xinjin County's Yongxing Shale Hollow Brick Co., Ltd. The website has focused on

national policy and industrial development need. A series of useful activities have been conducted,

such as technical exchanges, extension, training, technical diagnosis, printing and distributing technical

materials, exchange and extension of new technology, new processes, new products and new

equipment. It has been awarded the title of Excellent Provincial Website by National Wall Material

Scientific and Technical Information Net. A number of experienced experts have worked for the net.

Among the 6 industrial experts that have been elected by the 200 I National Brick Conference, 4 are

from the Net.

However, the website has little influence in Xinjin County. Among the 6 enterprises that were present

at the meeting, there are only 3 enterprises that have participated in the activities held by it. With

further support and guidance from government departments, establishing a new energy efficiency

website on the base of the Net, will greatly promote the development of brick industry in Xinjin

County.

10. Conclusions and Recommendations

Conclusions:

1) The implementation of the 2nd phase project will make full use of the local shale resources and

reduce the GHG emission. This will bring a positive demonstrating effect for those enterprises that

engaged the production with the rich shale resources in southwestern China.

2) Local government support the establishment of LPIC, which makes a good base for the smooth

implementation of LPIC according to the activity plan.

Recommendations:

1) Establish energy supervisor system

Brick industry is a high energy consuming industry. The designation of a full-time energy supervisor

shall promote the exchanges of energy efficiency information with external world. Energy consumption

shall be regularly measured and calculated and energy management and monitoring shall be conducted.

2) Conduct training

Establish a group consisting of professionals from Xinjin County's brick industry and conduct domestic

and international study tour and personnel training.

According to the technical reality of the local brick industry, technicians selected from Xinjin county

brick factories shall be organized for capacity building. This will provide personnel resource for energy

efficiency technical upgrading and for removing market, policy, technical and fmancial obstacles.

3) Establish energy efficiency website for brick industry

On the basis of Sichuan Wall Material Scientific and Technical Information Net, make full use of the

10
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advantages of Internet to exchange new mechanism, new information, new methods and new

technology that can be utilized to remove the obstacles. Organize those high-energy consumption and

heavy pollution enterprises by Internet and conduct activities of energy efficiency and CO2 emission

reduction and increase the enterprises' overall competitiveness.

4) Extend the use of dry wall

Promote the marketing of the dry walls among construction area in Xinjin County or even in Chengdu.

5) Increase the number of pilot enterprises

With the reputation support of GEF project, help medium and small-scale enterprises to apply for loan,

technical upgrading fund and wall rebuilding fund.

(6) Promulgate 1809000 and 18014000 certification

Improve the enterprises' management ability and aware their energy efficiency and environment

protection conception.
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Annex 9.2.3

Energy Efficiency Voluntary Agreement

BETWEEN

Government of Xinjin County, Chengdu City, Sichuan Province
(Hereinafter referred to the Government)

AND

Yongxing Shale Brick Co Ud in Xinjin County, Chengdlu City, Sichuan
Province

(Hereinafter referred to the Demonstration Enterprise)
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1. Background
1.1Energy Efficiency Voluntary Agreement is an agreement that is

entered voluntarily by and between a trade organization or individual
enterprise and the government in order to improve energy efficiency and
reduce greenhouse gas emissions. Industry organizations or enterprises
commit to meet the target of energy efficiency or GHG emission reduction, and
the government provides preferential policies and/or other incentives to the
industry organizations and the enterprises.

1.2The Project of "Energy Conservation and Greenhouse Gas (GHG)
Emissions Reduction in Chinese Township and Village Enterprises ("TVEs") -
Phase II, sponsored by the GEF, was implemented by the United Nations
Development Program (UNDP), and executed by the Untied Nations Industrial
Development Organization (UNIDO) and Ministry of Agriculture (MOA) of the
People's Republic of China. The purpose of the Project is to help Chinese
township enterprises to adopt efficient energy conservation technologies and
reduce the greenhouse gas emission from brick industry, cement industry,
casting industry, and coke industry in China. In order to formulate and
implement action plans to promote regulatory reforms and commercialization
of energy efficiency technologies and projects among TVEs, the Energy
Conservation Voluntary Agreement is formulated so as to improve energy
efficiency and reduce greenhouse gas emissions.

2. Targets of Energy Conservation
2.1 Through the Voluntary Agreement implement, the Government shall

fulfill the transformation of governmental function and explore a new
mechanism aimed to achieve the same energy conservation goal but without
compulsory commands. Furthermore, the Demonstration Enterprise shall
reduce production cost, improve product quality, protect environment, and thus,
establish a better public image for the enterprise.

2.2 The Demonstration Enterprise establishes voluntarily the following
direct Energy Efficiency targets: based on 2002 (reference year), by 31st

December 2005, the Demonstration Enterprise shall complete the Energy
Conservation Project and achieve the energy conservation target: reduce
energy consumption per unit product (or production value) by 12%; and by 31st

December 2008, achieve the energy conservation target: reduce energy
consumption per unit product (or production value) by 15%.

Indirect Energy Efficiency targets: through production of new
. energy-conservation products to save raw material by 25% and decrease
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energy consumption of buildings by 25% when products are utilized.

2.3 Because the government adopts stricter environmental standard and

more energy is consumed, the targets shall be adjusted if the following

conditions occur.

3. Measures for Energy Conservation
3.1 In order to fulfill the target of Energy Conservation on time, the

Demonstration Enterprise shall establish a concrete Energy Conservation Plan,

which shall be reviewed and approved by the Government, and implement the

plan carefully.

3.2 The Demonstration Enterprise shall enhance the energy management,

establish energy management system and energy efficiency standards,

improve the internal regulations, assign full-time energy manager to be

responsible for the energy management, improve employee's consciousness

of energy conservation

4. Preferential Policies

4.1 The government shall help the implementation of the national policy

on tax reduction or exemption related to production of new wall material

products. Depreciation acceleration can be applied to the equipment in the

Clean Production List. Energy audit and training expense for the Energy

Conservation Project can be included in the management cost. The

proportional limit of cost of R&D on energy conservation can be increased and

included in the management cost.

4.2. The Government committed to assist the Demonstration Enterprise in

solving financing problems such as financing difficulties through the

governmental credit system for medium- and small-scale enterprises and to
recommend the Demonstration Enterprise to apply for recycling fund loan and

other commercial loans, which will be used in the energy conservation project.

4.3. In order to support the Demonstration Enterprise and other shale

brick companies to enlarge their market share, the Government committed to
officially ban the production and marketing of clay solid brick within Xinjin
County by the date of December 31st, 2005 .

3
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4.4. After the Demonstration Enterprise signs the Voluntary Agreement,

the Government shall promise to recommend for the pilot program as well as

award the honorable title to the Demonstration while introducing and extending

the experience of the Demonstration Enterprise in the pilot on media.

5. Monitoring and Assessment
5.1 The Government shall submit an Annual Report on implementation of

the Voluntary Agreement to the PIC in the first quarter of the year and receive

the instruction from the PIC.

5.2 The Demonstration Enterprise agrees to receive assessment of the
effect of the Voluntary Agreement implementation by a Technical Team

established by an independent third party.

5.3 In the valid period of the agreement, the Demonstration Enterprise

shall submit an annual Supervision Report to the Government and the

Technical Team in written form in the first quarter every year, and submit the
final report in the first quarter in the next year after the Agreement ends. The

report shall include: production statistics, energy consumption data, status of

implementation of Energy Conservation Plan and Energy Conservation Project,

effect of energy conservation, problems and barriers, plan for the next year,

measure adjustment, experiences and lessons, and suggestion for perfecting
the Voluntary Agreement.

5.4 The Technical Team is responsible for evaluation in the

implementation of the agreement, including the evaluation of the Energy
Conservation Plan, Annual Monitoring Reports, the Interim Report, and the
Final Report submitted by the Demonstration Enterprise. The Technical Team

shall inform the assessment result in writing to the Government and the

Demonstration Enterprise. The assessment report shall cover evaluated

comments on the authenticity of data, the Energy Conservation Plan and

projects of the Demonstration Enterprise, the status to meet the targets, and

the suggestion on Agreement modification.

5.5 If the Evaluation Report indicates that the Demonstration Enterprise

failed to meet the requirement that the Agreement defines, the Demonstration

Enterprise shall adopt measures including identifying problems, seeking new

energy conservation measures, improving the energy conservation efforts in
the next year, modifying energy conservation plan, based on the advice from
the Technical Team.

4



6. Modifications and Termination

The agreement shall be modified or terminated if the following conditions

occur:

~ Implementation of the Agreement has negative impact to the

development or normal operation of the Demonstration.

~ The Laws, Regulations, or policies related to energy or

environmental protection have big changes compared with the year

when the agreement is signed.

Authorized representative

Date:

5

County, Yongxing Shale Brick Co Ud, Xinjin

Province County, Chengdu City, Sichuan

Province (seal)

The agreement shall come into force from the date it is signed and be

invalid on 315t Dee, 2008. Any pending matters in the agreement shall be

discussed jointly between parties and an additional agreement shall be

entered and being equally valid.

Date:

Authorized representative

Government of Xinjin

Chengdu City, Sichuan

(seal)
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Yongxing Shale Brick Co Ud

Energy Conservation Plan
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Shale~ Store up t--1Crash stepll

3 Energy Consumption of the Enterprises

Appendix:

2 Brief Introduction of the Enterprise
The demonstration company uses high-quality shale as the raw material.

The major products are KP1 hollow brick, modulus hollow brick, KF series of

air brick, and solid standard brick. The annual production is about 80 million

bricks. The products can be used for frame filling in high buildings and other

energy-conservation building with brick-concrete structure ..

The technical process is:

Type of Energy
Consumption

Coefficient
CO2 Emission

In tce
Quantity (t-C02)

Coal (t) 12,996 0.6857 8,912 22,218

Electricity (kWh) 2,430,000 0.383x10-3 928 2,315

Total 9,840 24,533

Production (10k standard brick) 7,014

Energy Consumption per unit product
1.40

(tce/1 Okstandard brick)
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4 Targets

The Demonstration Enterprise establishes voluntarily the following direct

Energy Efficiency targets: based on 2002 (reference year), by 31st December

2005, the Demonstration Enterprise shall complete the Energy Conservation

Project and achieve the energy conservation target: reduce energy

consumption per unit product (or production value) by 12%; and by 31st

December 2008, achieve the energy conservation target: reduce energy

consumption per unit product (or production value) by 15%.

5 Measures for Energy Conservation

5.1 Energy Management
The Demonstration Enterprise shall enhance the energy management,

establish and perfect energy management system and energy efficiency

standards, and improve the internal regulations.

Measures Effect

1 Establish an Energy Management Department, and assign Estimate

full-time staff responsible for the energy management of the increase

Company. energy

2 Formulate the energy plan, and compile monthly energy conservation

consumption table. rate by 1%.

3 Adopt energy consumption ration management

4 Establish energy measuring and monitoring system.

5 Provide training on energy conservation to employees in
order to improve their awareness on energy conservation

and GHG emission reduction.

5.2 Common Energy Conservation Measures

Measures Effect

1 Use high efficiency lighting products. Estimate

2 Reduce the energy consumption of transportation vehicles increase

through rational arrangement. energy

3 Use recycling office products. conservation

4 Use renewable energy technologies and products. rate by 2%.

5 Use energy-saving products, including office equipment.

6 Adopt computer system to improve the efficiency of

company management and the energy efficiency.

7



5.3 Energy Conservation and Technical Innovation
In order to achieve the target of energy conservation on time, the

Demonstration Enterprise shall adopt the following measures.

7 Add new monitoring and adjustment system for drying room
and furnace to make full use of remaining heat.

8 Use automatic coal feeding equipment to improve coal
efficiency.

9 Use electric motor with speed and frequency modulation

8

CO2 Emission
Reduction (tla)

Time

2004/6-2
004/12

2992-359
o

CO2

Emission
Reduction(

tla)

Expected Energy
Conservation

1200-1440

Expected
Energy

Conservation
(tee/a)

Energy Conservation Measures

6 Expected Output

Measures

4 Improve the equality of baking,
improve the quality of brick and
reduce energy consumption. Adopt
heat insulation measures and
temperature control system to
improve thermal efficiency.

5 Produce hollow brick with hole ratio
from 45% to above 60%.

2 Build storeroom of 800 m2, the raw
material will be stored for more
than 3 days before used

3 Use high-pressure vacuum
squeezer to improve the quality of
blank

1 Adopt high-speed pulverizer to
reduce the material granularity to
less than 1mm.
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(tee/a)

Energy Management & common
295 735

measures

Energy Conservation & Technical
1200-1440 2992-3590

innovation

Replacing solid brick with hollow bricks

with hole ratio of 25% in building 240mm-

thick wall will save energy by 25% for - -

heating in winter and air conditioning in

summer

Save ceramic tile of 156,000 m2 2650 6606

Total 4145-4385 10333-10931

9
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Basic Information of the Demonstration Enterprise

Name: Yongxing Shale Brick Co Ud

Address: Shuangjiang Village, Xinjin, Chengdu, Sichuan Province Zip: 611437

Ownership: Stock Share Established in: 1992

Contact: GONG Muquan Tel: 028-82420301 Fax:028-82420301

Information on Enterprises Quality

Types Name of Honors Issued by Date

Province Winner Enterprise
Honors

level

Certifica Type Name Validation date Products

tions Quality IS09000: 2000 2002 Shale Brick

Control

System

Certificati

on

Year 2000 2001 2002

P Value Value Value

Product type Output (t) (10k
Output

(10k Output (t) (10kr
(t)

0 RMB) RMB) RMB)

d Hollow brick 1174 1985 2590

u Solid brick 4056 2695 2611
809 879 912

c
5577m3Air brick

t

Energy Consumption

Year 2000 2001 2002

Quantity Coefficie Quantity Coeffici Quantity Coeffici
Energy Consumption

nt ent ent

Coal (t) 12857 0.6857 10731 0.6857 12996 0.6857

Electricity (10k kWh) 234.41 0.383 245.27 0.383 242.41 0.383
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Annex 9.3.1

Statute of Dalian Policy Implementation Committee for Energy

Conservation and Environmental Protection in Metal Casting TVEs

Introduction

Clause 1 Nature

Dalian Policy Implementation Committee for Energy Conservation and

Environmental Protection in Metal Casting TVEs (hereinafter referred to as

LPIC) is an institution led by the Dalian municipal government, which is

established to help metal casting and cement TVEs in the municipality to

remove policy barriers in applying energy efficient technologies.

Clause 2 Objective

The objective of LPIC is to promote energy efficient technologies in the

industries of metal casting and cement, and to reduce energy consumption

and emissions reduction by means of effective management mechanism

while manufacturing quality energy efficient products. It is aimed to drive

the sustainable development of TVEs and environmental improvement in

the municipality.

Organization of LPIC

Clause 3 Member organizations

LPIC is comprised of representatives from the Municipal TVE Bureau, the

Municipal Bureau for Environmental Protection, Municipal Bureau for

Science and Technology and the Municipal Office for Finance.
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Clause 4 Delegates

LPIC shall have 4 delegates, who should be department directors of the

above-mentioned 4 local government authorities.

Clause 5 Term of service

LPIC delegates, to be nominated by the local government, shall serve a term

of three years. If any member organization wishes to delegate its

membership to a delegate from within the same office as the actual member

a written application of such delegation should be submitted to the municipal

government for approval.

Clause 6 LPIC Directors

The director of the Municipal TVEs Bureau shall take the post of Director,

and its deputy director shall take the post of Deputy Director. The Deputy

Director can act as Director in his absence. In addition to the normal duties

and obligations of a member of LPIC, the Director (or acting Director) chairs

meetings of LPIC, signs Minutes and formal correspondence of LPIC.

Clause 7 LPIC Office

The Office is responsible for the administrative routine activities of LPIC

and communications with the PIC and the project management office of the

UNDP/GEF Chinese TVEs Project. The Office is established within the

Municipal TVEs Bureau at the address of No. 39, Yingchun Street, Dalian.

Clause 8 Office staff

The office staff includes experts in local issues, the director and the deputy

director of the Municipal TVE Bureau, and the deputy director ofLPIC.

Functions of LPIC

Clause 9 The major responsibility of LPIC is to promote, under the guidance and with

the coordination of the national PIC and the national project authority,

energy efficient technologies in the municipal industries of metal casting

2
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and cement, and to remove policy barriers encountered in the process.

1. LPIC will develop and implement action plan aimed at promoting

regulatory reform with TVEs in the city, and market transformation of

energy efficiency technology and projects.

2. LPIC will promote Energy Efficiency Voluntary Agreement (VA) to be

signed by and between the local government and TVEs.

3. LPIC will regularly provide TVEs with information about updated

energy efficient technologies and related policies both inside and outside

China.

4. LPIC will promote better enforcement in the pilot city of existing

national policies for technical upgrading, energy conservation and

environmental protection.

5. LPIC will establish incentive mechanism to promote energy efficient

technologies, and have best practices in energy conservation and

emissions reduction replicated throughout the municipality.

6. LPIC will recommend to the national PIC rewards to organization(s) or

individual(s) with remarkable performance.

Clause 10 Responsibilities of member organizations

1. The Municipal TVE Bureau assumes the responsibility of organization

and coordination activities.

2. The Municipal Bureau of Science and Technology is responsible to

provide technical support to metal casting and cement TVEs applying

energy efficient technology.

3. The Municipal Bureau of Environmental Protection will provide

guidance to metal casting and cement TVEs in the aspect of policies and

emissions standards, and will conduct environmental evaluation of the

TVEs.

4. The Municipal Office for Finance takes the responsibility to assist metal

3
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casting and cement TVEs in sourcing funds for technical upgrading.

Governance and working procedures

Clause 11 Modality of operation

LPIC will operate by means of meetings, once half a year. The Director, or

the Deputy Director in his absence will chair the meetings. A meeting will

be considered duly valid if more than 50% of its members are present.

Clause 12 Interim meetings

The LPIC Director may call interim meetings as per the request of PIC,

and thePMO.

Clause 13 Reporting system

Minutes of meetings and progress reports will be submitted to the national

PIC on a regular basis.

Supplementary Articles

Clause 14 This statute will become effective after it is discussed and approved by all

LPIC members. LPIC reserves the right for the explanation of this statute.

4
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Annex 9.3.2

Action Plan of LPIC for TVEs' Energy Efficiency and Environment

Protection in DaHan

1.Projectbackground

The project of "UNDP/GEF Energy Conservation & GHG Emission Reduction in
Chinese TVEs" has been funded by GEE The aim of the project is to help Chinese
TVEs that engaged in brick-making, cement, casting and coking to adopt energy
efficiency technologies and to reduce GHG emission.

In the first phase of the project, which was ended m 1999, the market, policy,
technical and financial obstacles to the adoption of energy efficiency technologies
were evaluated and strategies to remove the obstacles have been formulated. During
the second phase, it has been proposed to establish top-down LPIC both at central and
local level and promote energy efficiency in Chinese TVEs by adopting a market
transformation approach.

In order to realize the objectives set for the project's second phase, to create a sound
environment for the demonstration enterprises and the casting industry that these
enterprises belong to, to promote the implementation of policies, laws and statutes, to
establish a mechanism favorable for enterprises to adopt energy efficiency and GHG
emission reduction and to extend the experiences accumulated by the demonstration
enterprises, The LPIC ofDalian city has formulated the action plan.

2. Obstacles to Adopt Energy Efficiency Technologies

CD The market demand is huge but the disorderly competition is quite damaging
and there is no price self-discipline.

@ Foreign businesses and China's trading companies have monopolized the
external market information. As middle or low-level products, the castings'
export price is quite low and it is very difficult to resist market fluctuations.

@ The cost of the castings has been very high due to low technical level, high
rejection rate and high energy consumption;

@ The low ability to acquire and select information for energy efficiency
technical upgrading.



I
I
I
I
I
II
II
II
II
II
I
I
I
I
I
I
I
I
I
I
I

@ TVEs have obstacles to get loan that has been designed by the state to support
excellent casting enterprises to conduct clean production.

3. Objective

(1) Objectives in the near future (2003-2005)
CD The government sign Energy Efficiency Voluntary Agreement with

demonstration enterprise.
Q) To conduct energy efficiency technologies upgrading and complete technical

upgrading before December 31, 2005, with 2002 as baseline. The energy
efficiency goals is that the energy consumption of per product decreases by
20%.

Q) To establish an effective mechanism and lay sound basis for casting industry's
sustainable energy efficiency and GHG emission reduction and popularize
Energy Efficiency Voluntary Agreement

(2) Medium and long term objectives (2006-2008)
CD By the end of December 31, 2008, the ultimate objective of decreasing energy

consumption of per product by 25% in demonstration enterprises shall be
realized.

Q) Extend the demonstration enterprises' voluntary agreement model and
establish enterprises' voluntary energy efficiency mechanism by adopting a
market transformation approach.

Q) To extend the model to cement industry and to the industry of deep
processing agricultural and sideline products

4. Implementing Plan

(1) Government signs EE Voluntary Agreement with demonstration enterprises.
Time: July 2003-December 31,2005
Objective: government signs energy efficiency Voluntary Agreement with
demonstration enterprises; technical upgrading shall be completed before December
31, 2005, with 2002 as baseline. The energy efficiency goals is that the energy
consumption of per product decreases by 20% . By the end of December 31, 2008,
energy consumption of per product decreases by 25%.

Tasks:
CD Consult with enterprises and formulate energy efficiency technology

upgrading plans that are to be assessed.
Q) Make surveys of demonstration enterprises in order to identify barriers to the

implementation of the plan.
Q) LPIC consult with local government and formulate incentive policy;
@ Work out energy efficiency Voluntary Agreement draft together with

demonstration enterprises;
~ Consult with PLC and RCF and provide technical and financial support;
@ Sign Energy Efficiency Voluntary Agreement; (See Energy Efficiency

Voluntary Agreement for detailed incentive policies and EE indexes);
2
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(j) According to the stipulations of Energy Efficiency Voluntary Agreement, the
implementing progress of the tasks is to be supervised by the third party that
has been confirmed by the parties involved in Energy Efficiency Voluntary
Agreement;

CID Summarize the experiences accumulated by demonstration enterprises and get
ready for extending the experiences in Dalian's casting industry.

@ Increase the number of demonstration enterprises.

(2) Establish Dalian Casting TVEs sub-Association under TVEs Association

Time: July 2004-december 2005
Objective: Directed by Dalian TVEs' Bureau, Dalian Casting TVEs subAssociation
shall be established. The mission of the association is to provide service for mutual
benefit of the casting industry by organizing the casting TVEs to find way to deal
with various situations and cooperate together to achieve industrial self-discipline.

Tasks:

CD Conduct surveys on Dalian TVEs that are engaged in casting industry

Q) Setup the leading group of the sub-association

Q) Formulate constitutions for Dalian casting TVEs Sub-association

@ Report the preparatory work to Dalian TVEs Association for approval

G) Organizing the Setup meeting in Dec 2004, providing opportunity for

membership enterprises to exchange their experience

@ Carry out detailed survey on Dalian Casting Industry in 2005

(j) Bring up with development programme for Dalian Casting Industry in 2006

(3) Capacity building of Dalian casting industry for energy efficiency

Time: September 2004
Objective: The capacity building ofDalian TVEs that are engaged in casting industry
is to remove the obstacles to energy efficiency technical upgrading; increase the
casting industry's ability to acquire and select information for technical upgrading,
improve the enterprises' technical level and reduce rejection rate, energy consumption
level and production costs.

Training contents:

CD The development trend of casting industry;

@ The practical technologies adopted by casting industry;

@ Laws, regulations and standards related to casting industry;

@ Import and export practices.
3
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( 4) Organize trade fairs for order allotment

Time: March 2006
Objective: Open up external market forDalian's casting enterprise and determine
lowest protection price for casting products according to market conditions.

Tasks:
CD Learn casting product's market information from companies engaged In

foreign trade;
@ Make full use of the human power that can speak Japanese and Korean.

Contact with Japanese and South Korean companies that specialize in casting.
Introduce the Dalian casting industry's technical advantages and its LPIC to
them. This shall help to know more about the export market.

Q) Learn the foreign trade orders placed by Dalian casting industry.
@ Invite companies engaged in foreign trade, Japanese and Korean businessmen

and Dalian's casting enterprises to conduct trade fair for order allotment

~ Summary

@ Try to regularize the trade fairs for order allotment
( 5) Favorable policies for enterprises that sign EE Voluntary Agreement

Time: July 2003-December 2008
Objective: Encourage enterprises to conduct voluntary energy efficiency
Tasks:

CD Organize demonstration enterprises to apply for the preferential policy
From March to June, 2004, organize demonstration enterprises to apply for the
preferential policy according to the requirement, which was promulgated by
Dalian Finance Bureau and Dalian TVEs' Bureau in July 2003. This shall help to
win discount-interest loan for the demonstration enterprises' fixed capital
investment for technical upgrading.
@ In December 2005, continue to win for casting and forging enterprises the
preferential policy of levying value-added tax and reimbursing it afterwards
According to the Notice on levying value-added tax on castings and forgings and
reimbursing it aflerv.'ards, which was issued by Ministry of Finance and State Tax
Administration, more excellent factories engaged in casting and forging
production shall be encouraged to apply for the preferential policy of levying
value-added tax and reimbursing it afterwards
@Clean production demonstration loan of Dalian Environment Protection Bureau

by July 2003
According to the requirement of "tenth-five plan", 60% of the industries should
realize clean production by the end of "tenth-five", Clean Production
Demonstration Loan shall be used to encourage the enterprises that sign EE
Voluntary Agreement to employ the Clean Production Scrutiny for energy
efficiency and GHG reduction. Favorable policy such as accelerating the
depreciation of the equipment listed in government's clean production catalogue

4
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(6) small and medium scale enterprises' credIbility guarantee fund
Time: March 2005- December 2007
Objective: With the influence of GEF project, try to win small and medium scale
enterprises' credibility guarantee fund for those enterprises that sign Energy
Efficiency Voluntary Agreement. To extend Energy Efficiency Voluntary Agreement
mechanism to Dalian's casting industry.
Tasks:

CD In March 2005, introduce Energy Efficiency Voluntary Agreement to 10
institutions engaged in small and medium scale enterprises' credibility
guarantee and recommend to them the demonstration enterprises that sign
Energy Efficiency Voluntary Agreement;

@ in July 2005, organize the demonstration enterprises and those enterprises that
are willing to conduct technical upgrading to approach the 10 institutions
engaged in small and medium scale enterprises' credibility guarantee. Special
attention shall be paid to the movement trend of the credibility guarantee fund.

@From September 2005 to July 2006, assist the credibility guarantee institutions
to conduct survey on the demonstration enterprises and those enterprises that
are willing to conduct technical upgrading and.

@From October 2006 to July 2007, LPIC recommends potential demonstration
enterprises to PMO .sign Energy Efficiency Voluntary Agreement. Try to win
the support ofPTPMC and RCF and improve the enterprises' credibility.

@ In April 2008, 1-2 enterprises try to get support of the institutions engaged in
small and medium scale enterprises' credibility guarantee.

( 7) Conduct on-the-spot meeting to introduce the experiences of those
enterprises that sign Energy Efficiency Voluntary Agreement and to promote its
extension and publicity
Time: December 2007
Objective: Extend Energy Efficiency Voluntary Agreement
Tasks:

CD Print 10 thousand pamphlets on energy efficiency and distribute them to
enterprises engaged in casting and deep processing of agricultural and
sideline product').

@ Organize on-the-spot meeting to introduce the experiences of those
enterprises that sign Energy Efficiency Voluntary Agreement

@ Introduce the guarantee institutions for medium and small enterprises and
their operation methods.

@ Summon some enterprises and conduct workshops to discuss the possibility
and obstacles to implementing Energy Efficiency Voluntary Agreement in
enterprises.

5.Follow-up and report of the action plan

According to local realities, LPIC formulates report on the previous year's work every
5
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January and works out Annual Working Plan of LPIC of Dalian (Refer to the
attachment for detailed form). The report is to be submitted to national PIC secretariat
before January 31. The secretariat is to collect all the submitted reports and reports to
MOA's GEF office. All the reports are to be evaluated by the office and each action
plan shall be revised according to the evaluation results.

6
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Annex 9.3.2.1

Field Survey Report on LPIC Establishment in DaHan

In accordance with the framework and work plan to implement the subcontract
entitled "Establishment and Capacity Building of Local Policy Implementation
Committees" for the project of "Energy Conservation And Greenhouse Gas Emissions
Reduction In Chinese Township And Village Enterprises" Phase II, and to assist the
local government in establishing Local Policy Implementation Committee (LPIC) to
remove barriers of policy enforcement, product marketing, technology updating and
business financing related to the production, marketing and utilization of energy
efficient products in local township and village owned foundry enterprises (hereafter
TVFEs), a task team, headed by Ms. Wang Guiling, PMO deputy director, paid a
5-day field survey at Jinzhou District, Dalian from February 16-20. Ms. Wang Hui,
subcontractor's team leader, industrial experts of the subcontractor and other team
members participated in the survey.

Given the changing circumstance in the TVFEs, and to secure a successful survey
result, Mr. Wang Xiwu, Senior Adviser of the PIC Secretariat, and DR. Zhang
Zhihong, the project CTA, were invited to join the team.

Findings and results are as the following.

1. General background of metal casting TVFEs in DaHan

Situated at the southern extremity of Liaodong Peninsula, Dalian is an important city
for ocean shipping, industry, trade and tourism in China. Its GDP reached RMB 100.3
billion, the GNP per capita realized 18,429 RMB in 2002. There were a total of 89
metal casting TVFEs in Dalian by the end of 2002, with a total production value of
RMB2.75 billion, RMBO.14 billion of taxation and a total of 130,000 employees.

Table 1: Basic Economic Data of Metal Casting TVFEs in Dalian
(Unit: RMB million)

Gross Turnover Value Profit & Tax Original Employees

product added Tax value of

fixed assets
2750 2350 710 140 52 320 130

2. Developing characteristics in metal casting TVFEs
2.1 Human Resources
As one of the well-developed industrial bases in China, there are an influx of
experienced experts and technicians in heavy industry to Dalian. In the early 90's,
Dalian's government attached great efforts to the reforming of the city's overall
industrial arrangement and structure by removing those enterprises with heavy
environmental pollution and poor economic benefits out from the urban areas.
Enterprises moved include ones engaged in metal casting and forging and
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electroplating. After 16 times of removal, a total of 158 enterprises are relocated.
Within them, most are SOEs. Along with the removal and technical renovation,
foundry experts and technicians, counting roughly to several thousands, with the
removed enterprises have either been engaged by metal casting TVFEs in the suburb
or established their own foundries, thus greatly raised the overall technical level in the
TVFEs and developing an unique advantage of the TVFEs by engaged with so many
experienced experts and technicians introduced from SOEs.

Table 2: Statistics of technicians with metal casting TVFEs in Dalian
Unit: 1 person

Total
Senior

Middle
Junior Others

Employee grade
13000 197 1720 2178 8905

Accounting for_
1.5% 13.2% 16.8% 68.5%

% of the total

It is indicated in the tables above that, generally saying, local TVFEs still facing a
shortage of qualified employees although they have introduced numbers of people
from SOEs. This kind of shortage has caused TVFEs to be with a low technical level,
poor capability in soliciting, identifying and introducing energy efficient technology,
while there is only_% of technical information are not collected on the market but
through personal contacts between individual technicians. In addition, Due to the
shortage of qualified technical persons and the backward production equipments, the
rejection rate has been roaring up to 15 %. High energy consumption caused high
product cost.
Table 3: Metal casting TVFEs' information sources

Total No. of University Local Abroa Govemmen Personal
Internet Association /Research Marke

enterprises institute enterprise d tal authority contact

TV
E 89 0 4 8 32 22 6 15 2

No.

2.2 Market
Dalian is the most developed industrial region in the Northeast China. The gather of
many big-sized manufacturing industries, e.g. Dalian Locomotive Plant, Dalian Heavy
Machinery Works, Dalian Starter Works and Dalian Dockyard, etc. has formed an
approximately 500,000-700,000 tons of market demands for casting.
In the meantime, Dalian, as a key harbor in the Northeast China, is close to Japan and
Korea. This geographic advantage attracted many foundries from Japan and Korea to
transfer their preliminary casting production, a kind of labor-intensive production,
into Dalian where industry is comparably under developing. To a harbor city, the

2
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advantage for ocean shipping of such hulking cargos as metal castings is obvious.
Traders from Japan and Korea come to Dalian to look for local foundries. They
provide local metal casting TVFEs with latest technology free of charge to help them
to produce qualified products. According to the statistics that castings exported to
Japan and Korea reaches 400,000 tons every year. Almost all the international market
channels of the TVFEs' products are controlled by foreign businessmen and
local/international companies, and all the castings produced by the TVFEs are of low
and middle grade with low export prices. In the meantime trading me, their capacity
of risk withstanding is very poor. In addition, due to lack of accordant standards and
price coordination system for casting export, TVFEs have to fight for foreign orders
through out-of-order competitions with each other thus severely disturbed the market
order and causing the price of their export depreciated. This also, to some extent,
ruined the business reputations and hurt the willingness of the TVFEs in particular in
updating their production process and equipment thereby raising the energy efficiency
and improving the environment protection in their production. In this connection, it
has become an essential necessity for TVFEs and the local community to periodically
coordinate the order distribution and business transactions within the TVFEs and to
fix their export prices based on the marker demand thereby to secure the benefits of
the TVFEs and the local community.
2.3 Superiority of raw materials resources

Characterized by big in size, heavy in weight and comparably higher energy

consumption than other sectors, foundry products are better to be produced at

locations where they are near raw materials resources. The distance between Dalian
and Benxi Iron & Steel Works and Fushun coal mines is only 350 km. calculating

with the normal highway transport fee at RMB2.00-3.00/ton.km, to transport one ton

of coke or pig iron from Fushun to Dalian will save transport cost at about
RMB200.00 than that from Taiyuan, shanxi Province.

3. Energy consumption and CO2 emissions reduction in the local TVFEs
Some TVFEs have taken technical renovations voluntarily, e.g. to replace the old
cupolas with inductance furnaces and avoid the operation during peak period thereby
saving energies and lowering production cost. We found during the survey that, except
7 TVFEs at Jinzhou District and Lushunkou District in Dalian have introduced such

advanced production equipments as mid-frequency inductance furnace, resin sand

processing line, on-site spectrum, impeller blaster and heat-treatment oven, etc., most

of the TVFEs still use out-of-date equipments, e.g. cupola, intermittent sand miser and

artificial sand cleaning process. The use of out-of-date production technologies and

equipments caused the castings poor dimensional accuracy; the reject rate is as high as
15% of the total output. See Table 4 for the energy consumption in the TVFEs.

3
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Table 4: TVFES' energy consumption in 2002

Unit: 1000 tons, 1 kg

Total energy Energy consumption/ton

consumption

Coke 549 520

Coal 76 70

Electricity 341001 324

Finished fuel oil 6.52 10

Tons of coal 734 700

equivalent

4. Ownership reforming in TVFEs

Ownership of TVFEs in Dalian has been reformed in accordance with the principle of

"Cleared ownership, specified responsibility, to have enterprises' management

come-away from the direct governmental interference, and scientific management"

since 2002. A total of 79 TVFEs have been reformed accordingly at varies levels. The
reform optimized resources distribution, facilitated the access to financing market,
perfected the mechanism of enterprise's legal person management and internal
management, greatly mobilized the initiative of enterprise's owners and employees
thereby increased the enterprises' vitality. All the capacity, product quality and the

economic benefit have been greatly raised.
In 2002, the ownership-reformed TVFEs were further standardized according to
Dalian municipal's principle of "strengthening and enlarging the scale of local TVEs"

to realize the separate of management from the ownership thus restructured TVFEs.

See Table 5 for the ownership ofTVFEs in Dalian

Table 5: The ownership ofTVFEs in Dalian

Unit: 1 number, RMB 100 million

Enterp. Enterp.
Capital Consistence

Ownership Foreign Legal
No. Capital Collective Individual

investment person

Rural collective 5 3.73 2.28 0.33 1.12

Company
31 13.65 4.6 5.275 2.04 1.735

Limited

Joint Venture 8 4.81 1.62 2.21 0.27 0.71

Partnership 12 0.987 0.987

Sole investment 23 4.005 2.425 1.58

4
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As a heavy industrial city, the environmental development of Dalian has followed a

concept of "not pursue to be the biggest in scale, but to be the best" since 1990's. It
was awarded "The Top 500 Global Environmental City" and is implementing a
program entitled "Blue Sky, clean sea and green landscape".

3.8911.2278.5Total

5. Policies in relevant to environmental protection

Under the currently effective environmental legislation system, policies related

to environment protection in China include 8 subsystems, e.g. "Environmental impact
assessment system of Civil engineering project", "Three simultaneous principles

applied on civil engineering project", "Regulations on charge of waste discharge ",
"The comprehensive quantity examining system of urban environment renovation",

"Targeted responsibility system on environmental protection", "Environmental

pollution registration & application system and license system", "Centralized control

system on Environmental pollution" and "System of a dealership of governmental

authority to timely treat pollutants and harmful waste".
The policies closely related to TVFEs' operation include "Environmental impact

assessment system of Civil engineering project", "Three simultaneous principles
applied on civil engineering project", "Regulations on charge of waste discharge ",
"Environmental pollution registration & application system and license system" and
"System of a dealership of governmental authority to timely treat pollutants and
harmful waste". These systems are also recognized as "The five fundamental
systems" that representing a concept of systematic control to systematically control

the new and original pollution sources respectively. The "Environmental impact
assessment" is of an in-advance control measure, the "Three simultaneous principles"

is of pre-production control measures, the "System of a dealership of governmental

authority to timely treat pollutants and harmful waste" is of a measure for original

pollution control, "Environmental pollution registration & application system and

license system" is of after-production control measures, while the "Regulations on
charge of waste discharge " is also an after-production control measure that can be

implemented integratively with the standards of pollutant/emission density control.

The State Environmental Protection Agency (SEPA) issued a decree entitled
"Regulations on the charge and use of pollutants/wastes discharge fees" on July 1,
2003. It is defined, based on varies pollution elements, in the regulation that, instead

of setting up charging rates of waste/pollutant discharging fees, any discharge of
waste/pollutant shall be charged while the amount changing should be decided
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according the quantity of the discharge. And it could be further punished in case the

discharge exceeds the standards. In accordance with the revised "Regulation of water
pollution control", methods to charge pollutant/waste discharge fees is changed from

charging by discharges that exceed the standards to charging by both the

abovementioned one and by whenever waste/pollutant is discharged in the same time.

Furthermore, it is also stressed in the regulation that the charge and use of the

discharging fees should be controlled by different governmental authorities, i.e. the

collection of waste/pollutant discharge fees shall be brought into the financial budget

under the item of a specially established fund for environmental protection that

shall be strictly audited and monitored. It is further stipulated that the fees collected

shall not be used for any other purpose except for the prevention and control of key

pollution sources, the prevention and control of regional environmental pollution, the
development, pilot and dissemination of new technology and process, as well as

subsidies or investment to environmental protection projects of the State Council. It is
also clearly defined that expenses needed by authorities regarding environmental
protection shall be provided by government at the same level.

By now, details of standards, usage and management and derating in relevant to the

collection of waste/pollutant discharge fees, and quantity limitation of the discharge
are yet to be released. In this connection, the original ones are still in effective.

Discharging fees are mainly collected to flyash that exceeding the discharge quantity

quota, while methods for examining discharged quantity include balancing method

between raw materials consumed and output and the monitoring method. In order to
control the air pollution in Daliah, the local government request that all foundries in
Dalian must apply dust collection devices in their production thereby reducing the air
pollution. The currently rate for S02 discharge is RMBO.20/kg.

After the release of "The promotion code of clean production", Dalian Environmental

Protection Agency scheduled that 60% of key industrial enterprises in Dalian should
meet the requirement of clean production within the 5th 10-year national plan,

established a fund dedicated to the pilot of clean production, and provided
RMB 100,000 to the selected pilot enterprise as the start capital free of charge.
6. Policies in relevant to the sector

6.1 Abatement and drawback of value added tax in TVFEs

It is stipulated in a decree, which is issued by the Ministry of Finance and the State

Revenue entitled "Notice on the abatement and drawback of castings and forgings"
(FR No.2002-141), that the value added tax applied on castings and forgings produced
for the commercial purpose should be imposed first in accordance with the relevant

regulation and then drawn 35% back from the amount of tax paid.
The amount drawn back should be used for the development of new foundry products.

6
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Up to now, there are 4 TVFEs have been listed in the 144 enterprises that enjoying the

treatment.
6.2 Funds dedicated to support the development of TVEs in DAlian
In July 2003, Dalian Finance Bureau and TVE Bureau jointly issued a decree to

arrange from the governmental budget RMB 1.5 million each year to support technical
renovation of the key TVEs within the period of2003-2005. It is mainly used for one

year interest subsidy to the development of production capacity and technical

renovation in TVEs.

annual turnover, annual export value (foreign currency earned), employment and

taxation as well. The application to the fund is scheduled by every June 30.

6.3 SMEs' credit guarantee system

How to access to financing market is really an outstanding issue for the local TVFEs.
In 2002, loans provided to the 750,000 TVEs only accounted for 2.1% of the total

amount provided by financing institutes in Dalian, while loans provided by financing
institutes only accounted for 13.1% of the total fixed assets investment made by the

TVEs. Comparing with the industrial value appreciation contributed by TVES, which
accounts for 60% of Dalian's total, this is quite inappropriate.

By the end of 2002, Dalain government established an financing office, which is

brought into the government's professional system, and the SME's credit guarantee
system.

The guarantee system developed very fast in 2003. It provided SMEs with 98

guarantees during the period of January - June 2003 totally RMB0.45 billion

accounting for 92.5% and 65.4% of the total3 years' amount under the above
mentioned items thus easing the financing difficulties faced by TVEs at a certain
extent.

By now, the number of credit guarantee agencies has increased from 5 to 10 with a
total registration capital ofO.879 billion that is 42.5% more than that of the 3 years'
total from 2000 t 02003. Besides of the investment made by the government, the

business has also absorbed investments from foreign investors and entrepreneurs, in

particular from nongovernmental sectors. Within the 10 agencies, 6 are of

nongovernmental ones. Their registration capital has reached RMBO.2 billion. Due to

the existence of obstacles in relevant to the cooperation between the agencies and

banks, policy/taxation support, self-discipline of the business and policy guidance, the

7
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development of the guarantee system is still lagging. Its business covering scope is

not large enough, and access to financing market for TVEs is still difficult.

7. A brief introduction to the pilot TVFE

Located at Huajiatun Town, Jinhua District, Dalian, the Dalian Jinmei Cast Iron Pipe
Co. Ltd., one of the selected pilot TVFEs of the project, was established in 1978 and

covers an area of 50,000 sq.m with a total 120 employees, RMB 120 million of fixed

assets. It was awarded as an enterprise that "Abiding by contract and paying great

attention to the business reputation". In 1998, the company passed ISO 9002 quality
control certification. Its products include over 1500 specs of ductile iron castings, e.g.

tees, cross joints, reducers and joints with varies connecting angles in 20 categories,

and ductile iron pipes sizing from DNI 00 to DN2600 mm in accordance with
IS02531. Other new products include marine type valves made of cast steel, stainless

steel, cast iron, ductile iron and bronze, etc. See Table 6 for details of energy

consumption in the enterprise.

Table 6: Energy consumption in Jinmei Cast Iron Pipe Co. Ltd.

Type of Original Equivalent Consumption C02 emissions

energy Energy factor (tce) (t- CO2)

Consumption

Coal (t) 72 0.7143 51.4 128

Coke(t) 509 0.9714 494 1,568

Electricity 42300 0.383xl0-J 16.2 40

:kWh)

Total 561.6 1,736

Reject rate (%) 7~8

Output (t) 4,496

Unit energy consumption (tce/t) 0.125

The planned technical renovation project in the pilot include:

8
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• To replace the old cupola process with a dual smelting process with a cupola and

an electric furnace thereby applying the advantages of the two furnaces, e.g. high

smelting efficiency of the cupola and the high iron smelting capacity and the

convenience to control chemical components in the smelted metal in an electric

furnace.

• To introduce a computerized managing system to have the enterprise being

operated more efficiently thereby raising its energy efficiency in the production.

8. The establishment of LPIC in Dalian

The establishment ofDalian LPIC was formally confirmed by Dalian TVE Bureau
through the issue of a notice entitled "Notice on the establishment ofDalian LPIC"
(D/TVE No. 2003-31), in which it was stipulated that the LPIC is consisted oflocal
authorities of Dalian TVE Bureau, Dalian Environmental Protection Agency, Dalian
Science and Technology Bureau, Dalian Financing Office and local policy experts.

Given the great effort paid on the local development and the strong awareness in

servicing TVEs, Dalian TVE Bureau enjoys a significant reputation in local TVEs, in

particular Mr. Yuan, the Deputy General Director of the Bureau, who is very capable

to his job, and was the president of a large-sized SOE thus making him to be familiar
with business management. In addition, with a PHD degree in economics, he is rarely

seen as a TVE bureau head all over the country.

Dalian Financing Office was specially invited to join the establishment of the LPIC.
The office is affiliated to Dalian municipality, and in charge of the coordination
between financing departments of each governmental authorities. To be a member of
the LPIC, the office will playa significant role in coordinating the LPIC's business
between departments of the governmental authorities.

9. Recommendations

9.1 To establish TVFE Association

The TVFE Association could be established based on a survey carried out by the
LPIC on the current situation ofTVFEs in Dalian. Objectives of the association

should include providing coordination between the local TVFEs and organizing
TVFEs to carry out self-discipline in their business operation thereby overcoming the
phenomenon of our-or-order competition with each other and short of self-discipline
on their product price making.

9
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9.2 To organize trainings

To invite experts from local and abroad to deliver trainings thus building up the
capacity ofTVFEs in soliciting and identifying information on energy efficiency and
new technology thereby raising their technical level, lowering the reject rate and

product cost and reducing energy consumption.

9.3 To publicize Dalian TVFEs and market their product abroad

To organize and invite foreign trade companies come to visit Dalian TVFEs, and to

establish a web-page dedicated to publicize Dalian TVFEs as soon as the website of

Dalian TVRE Bureau is constructed.

9.4 To full use of varies governmental funds

• To full use varies governmental funds and access to financing market.
• To assist TVFEs in exploring varies access to financing market.
• While introducing non-governmental funds and foreign investments, to stress on

supporting TVFEs through the SME credit guarantee system. In the meantime, to
assist them, through the PIC, in applying loans from ReF,.

10
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Annex 9.3.3

Energy Efficiency Voluntary Agreement

BETWEEN

Dalian Township and Village Enterprise Bureau, Dalian City, Liaoning
Province

(Hereinafter referred to the TVE Bureau)

AND

Dalian Jinmei Cast Pipe Co. Ltd. Dalian City, Liaoning Province
(Hereinafter referred to the Demonstration Enterprise)
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1. Background

1.1Energy Efficiency Voluntary Agreement is an agreement that is
entered voluntarily by and between a trade organization or individual
enterprise and the government in order to improve energy efficiency and
reduce greenhouse gas emissions. Industry organizations or enterprises
commit to meet the target of energy efficiency or GHG emission reduction, and
the government provides preferential policies and/or other incentives to the
industry organizations and the enterprises.

1.2The Project of "Energy Conservation and Greenhouse Gas (GHG)
Emissions Reduction in Chinese Township and Village Enterprises ("TVEs") -
Phase II, sponsored by the GEF, was implemented by the United Nations
Development Program (UNDP), and executed by the Untied Nations Industrial
Development Organization (UNIDO) and Ministry of Agriculture (MOA) of the
People's Republic of China. The purpose of the Project is to help Chinese
township enterprises to adopt efficient energy conservation technologies and
reduce the greenhouse gas emission from brick industry, cement industry,
casting industry, and coke industry in China. In order to formulate and
implement action plans to promote regulatory reforms and commercialization
of energy efficiency technologies and projects among TVEs, the Energy
Conservation Voluntary Agreement is formulated so as to improve energy
effiCiencyand reduce greenhouse gas emissions.

2. Targets of Energy Conservation
2.1 Through the Voluntary Agreement implement, the Government shall

fulfill the transformation of governmental function and explore a new
mechanism aimed to achieve the same energy conservation goal but without
compulsory commands. Furthermore, the Demonstration Enterprise shall
reduce production cost, improve product quality, protect environment, and thus,
establish a better public image for the enterprise.

2.2 The Demonstration Enterprise establishes voluntarily the following
direct Energy Efficiency targets: based on 2002 (reference year), by 31st

December 2005, the Demonstration Enterprise shall complete the Energy
Conservation Project and achieve the energy conservation target: reduce
energy consumption per unit product (or production value) by 20%; and by 31st

December 2008, achieve the energy conservation target: reduce energy
consumption per unit product (or production value) by 25%.

Indirect Energy conservation: through improving product quality,
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saving raw material, reducing the proportion of cement in concrete, prolonging

product life, energy can be indirectly conserved

2.3 If the government adopts stricter environmental standard and more

energy is consumed, the targets can be adjusted.

3. Measures for Energy Conservation
3.1 The Demonstration Enterprise shall establish a concrete Energy

Conservation Plan, which shall be reviewed and approved by the TVE Bureau,

and implement the plan carefully.

3.2 The Demonstration Enterprise shall enhance the energy management,

establish energy management system and energy efficiency standards,

improve the internal regulations, assign full-time energy manager to be
responsible for the energy management, improve employee's consciousness

of energy conservation.

4. Preferential Policies

4.1. The TVE Bureau shall take the Demonstration Enterprise asa key

supporting enterprise and create conditions to support the energy conservation
project for the Demonstration Enterprise. Depreciation acceleration can be

applied to the equipment in the Clean Production List. Energy audit and

training expense for the Energy Conservation Project can be included in the

management cost. The proportional limit of cost of R&D on energy

conservation can be increased and included in the management cost.

4.2. The TVE Bureau shall recommend the Demonstration Enterprise to
apply for recycling fund loan and other commercial loans, which will be used in

the Energy Conservation Project.

4.3. After the Demonstration Enterprise signs the Voluntary Agreement,
the TVE Bureau shall promise to recommend for the pilot program as well as

award the honorable title to the Demonstration while introducing and extending
the experience of the Demonstration Enterprise in the pilot on media.

5. Monitoring and Assessment
5.1 The TVE Bureau shall submit an Annual Report on implementation of

the Voluntary Agreement to the PIC in the first quarter of the year and receive
the instruction from the PIC.

3
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5.2The Demonstration Enterprise agrees to receive assessment of the

. effect of the Voluntary Agreement implementation by a Technical Team

established by an independent third party.

5.3 In the valid period of the agreement, the Demonstration Enterprise

shall submit an annual Supervision Report to the TVE Bureau and the

Technical Team in written form in the first quarter every year, and submit the

final report in the first quarter in the next year after the Agreement ends. The

report shall include: production statistics, energy consumption data, status of

implementation of Energy Conservation Plan and Energy Conservation Project,

effect of energy conservation, problems and barriers, plan for the next year,
measure adjustment, experiences and lessons, and suggestion for perfecting

the Voluntary Agreement.

5.4 The Technical Team is responsible for evaluation in the

implementation. of the agreement, including the evaluation of the Energy

Conservation Plan, Annual Monitoring Reports, and the Final Report submitted

by the Demonstration Enterprise. The Technical Team shall inform the

assessment result in written form to the TVE Bureau and the Demonstration

Enterprise. The assessment report shall cover evaluated comments on the

authenticity of data, the Energy Conservation Plan and projects of the

Demo~stration Enterprise, the status to meet the targets, and the suggestion
on Agreement modification.

5.5 If the Evaluation Report indicates that the Demonstration Enterprise
failed to meet the requirement that the Agreement defines, the Demonstration

Enterprise shall adopt measures including identifying problems, seeking new

energy conservation measures, improving the energy conservation efforts in

the next year, modifying energy conservation plan, based on the advice from

the Technical Team.

6. Modifications and Termination

The agreement shall be modified or terminated if the following conditions
occur:

~ The Laws, Regulations, or policies related to energy or environmental
protection have big changes compared with the year when the agreement

is signed.

~ Implementation of the Agreement has negative impact to the development

or normal operation of the Demonstration Enterprise.

4



The agreement shall come into force from the date it is signed and be

invalid on 31st Dec, 2008. Any pending matters in the agreement shall be

discussed jointly between parties and an additional agreement shall be

entered and being equally valid.
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Dalian Township and Village

Enterprise Bureau, Dalian City,

Liaoning Province (seal)

Authorized representative

Date:

Dalian Jinmei Cast Pipe Co. Ud. Dalian

City, Liaoning Province (seal)

Authorized representative

Date:

5
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The Technical Process is:

Dalian Jinmei Cast Pipe Co. Ud.

Other

materials

Energy Conservation Plan

4 Targets
The Demonstration Enterprise establishes voluntarily the following direct

3 Energy Consumption of the Enterprises
Energy Consumption in 2002

2 Brief Introduction of the Enterprise
The main products of the Demonstration Enterprise are ductile cast iron

pipes, including tees, bends and different diameter tees with over 20 series
and 1,500 specifications. The Demonstration Enterprise developed new cast
steel and precision cast products, including valves for ships of cast steel,
stainless steel, cast iron, ductile cast iron, and bronz~.

Appendix:

Type of Energy
Consumption

Coefficient
CO2 Emission

In tee
Quantity (t-C02)

Coal (t) 72 0.7143 51.4 128

Coke (t) 509 0.9714 494 1,568

Electricity (kWh) 42300 0.383x10-3 16.2 40

Total 561.6 1,736

Waste Ratio (%) 7-8

Production Quantity (t) 4,496

Energy Consumption per Unit Product (tce/t) 0.125

Raw Material

II
II
II
II
II
II
II
:1
I
I
I
I
I
I
I
I
I
I
I
I
I



II
II
II
II
II
II
11

'I
I
I
I
I
I
I
I
I
I
I
I
I
I

Energy Efficiency targets: based on 2002 (reference year), by 31st December

2005, the Demonstration Enterprise shall complete the Energy Conservation

Project and achieve the energy conservation target: reduce energy

consumption per unit product (or production value) by 20%; and by 31st

December 2008, achieve the energy conservation target: reduce energy

consumption per unit product (or production value) by 25%.

5 Measures for Energy Conservation
5.1 Energy Management

The Demonstration Enterprise shall enhance the energy management,

establish and perfect energy management system and energy efficiency

standards, and improve the internal regulations.

Measures Effect

1 Establish an Energy Management Department, and Estimate increase

assign full-time staff responsible for the energy energy

management of the Company. conservation rate

2 Formulate the energy plan, and compile monthly energy by2%.

consumption table.

3 Adopt energy consumption ration management

4 Establish energy measuring and monitoring system.

5 Provide training on energy conservation to employees in

order to improve their awareness on energy

conservation and GHG emission reduction.

5.2 Common Energy Conservation Measures

Measures Effect

1 Use high efficiency lighting products. Estimate increase

2 Reduce the energy consumption of transportation energy

vehicles through rational arrangement. conservation rate

3 Use recycling office products. by2%.

4 Use renewable energy technologies and products.

5 Use energy-saving products, including office equipment.

6 Adopt computer system to improve the efficiency of
company management and the energy efficiency.

7 Enhance the pre-treatment of raw materials, and select

qualified coke, metal materials, solvents.

8 Prolong the time of consecutive operation of the cupola

9 Use electric motor with speed and frequency modulation

7
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5.3 Energy Conservation and Technical Innovation

In order to achieve the target of energy conservation on time, the

Demonstration Enterprise shall adopt the following measures.

Expected CO2

Energy Emission
Measures Time

Conservation Reduction(

(tee/a) t/a)

1 Adopt combination of cupola

and electric stove to replace the

existing cupola, in order to fully

utilize the advantage of both of the
2004/6-2

cupola with high efficiency of iron 112 280
004/12

melting and the electric stove with
high efficiency of iron liquid heating

and easy control of chemical

components.

6 Expected Output
Expected Energy CO2 Emission

Energy Conservation Measures Conservation Reduction (t/a)

(tee/a)

Energy Management & common
28 70

measures

Energy Conservation & Technical
112 280

innovation

Total 140 350

8
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Basic Information of the Demonstration Enterprise

Name: Dalian Jinmei Cast Pipe Co. Ltd.
Address: Shengli Village, Huajiatun Town, Jinzhou District, Dalian Zip: 116112
Ownership: Limited Company Established in: 1978
Contact: YU Deyan Tel: 0411-7209628 Fax:0411-7209555

Information on Enterprises Quality
Types Name of Honors Issued by Date

Honors

Certifica Type Name Validation date Products
tions Quality IS09001 :2000 2005 Valve, Pipe

Control
System

Certificati
on

Year 2000 2001 2002
P Product type Output (t) Value Output Value Output (t) Value
r (10k (t) (10k (10k
0 RMB) RMB) RMB)
d Pipe 2496 2080 3233 2650 3096 2580
u Jointing flange 2592 2160 672 546 760 618
ct

Asset value (10k
RMB)

Work force (person) 192 103 110
Area (m2

) 60,000 60,000 60,000
Energy Consumption

Year 2000 2001 2002

Energy Consumption
Quantity Coefficie Quantity Coeffici Quantity Coeffici

nt ent ent
Coal (t) 68 0.7143 75 0.7143 72 0.7143
Coke (t) 446 0.9714 558 0.9714 509 0.9714
Fuel Oil (t)
Coal Gas (m3)

Natural Gas (m3)

Electricity (10k kWh) 4.36 0.383 4.11 0.383 4.23 0.383
Heat (10k kCal)
Steam (t)
Compressed Air (m3) - - -

9
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Annex 9. 4. 1
Statute of Tieshan Policy Implementation Committee

Introduction

Clause 1 Nature

Tieshan Policy Implementation Committee (hereinafter referred to as

Tieshan LPIC) is an institution led by the Tieshan district government,

which is established to help cement TVEs in the district to remove policy

barriers in applying energy efficient technologies.

Clause 2 Objective

The objective of Tieshan LPIC is to promote energy efficient technologies in

the cement industry, and to reduce energy consumption and emissions

reduction by means of effective management mechanism while

manufacturing quality energy efficient products. It is aimed to drive the

sustainable development of TVEs and environmental improvement in the

district.

Organization of Tieshan LPIC

Clause 3 Member organizations

Tieshan LPIC is comprised of representatives from the District Government

Office, the District Bureau for Planning, Statistics and Pricing, the District

Bureau for Economic Development, the District Bureau for Science and

Technology, the District Bureau for Environmental Protection, the District

Finance Bureau, the District Bureau for Agriculture, Luzhanshan

Community Committee and ABC Tieshan Office.

Clause 4 Delegates

Tieshan LPIC shall have 9 delegates, who should be directors of the

above-mentioned 9 local government authorities.
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Clause 5 Term of service

Tieshan LPIC delegates, to be nominated by the district government, shall

serve a term of three years. If any member organization wishes to delegate

its membership to a delegate from within the same office as the actual

member, a written application of such delegation should be submitted to the

district government for approval.

Clause 6 LPIC Directors

The standing deputy district governor shall take the post of Director, and the

assistant of the district governor shall take the post of Standing Deputy

Director. Two deputy district governors shall take the post of Deputy

Directors. The Standing Deputy Director can act as Director in his absence.

In addition to the normal duties and obligations of a member of Tieshan

LPIC, the Director (or acting Director) chairs meetings of Tieshan LPIC,

signs Minutes and formal correspondence ofTieshan LPIC.

Clause 7 LPIC Office

The Tieshan LPIC Office is responsible for the administrative routine

activities of Tieshan LPIC and communications with the PIC and the project

management office of the UNDP/GEF Chinese TVEs Project. The Office is

established within the District Government Office at the address of No.1,

Tieshan Ave., Tieshan District, Huangshi City.

Clause 8 Office staff

The office staff includes experts in local policy issues, deputy director of the

District Government Office, and the Standing Deputy Director of Tieshan

LPIC.

Functions of Tieshan LPIC

Clause 9 The major responsibility of Tieshan LPIC is to promote, under the guidance

and with the coordination of the national PIC and the national project

authority, energy efficient technologies in the cement industry of the district,

2
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and to remove policy barriers encountered in the process.

1. Tieshan LPIC will develop and implement action plan aimed at

promoting regulatory reform with TVEs in the district, and market

transformation of energy efficiency technology and projects.

2. Tieshan LPIC will promote Energy Efficiency Voluntary Agreement (VA)

to be signed by and between the local government and TVEs.

3. Tieshan LPIC will regularly provide TVEs with information about

updated energy efficient technologies and related policies both inside

and outside China.

4. Tieshan LPIC will promote in the district better enforcement of existing

national policies for technical upgrading, energy conservation and

environmental protection.

5. Tieshan LPIC will establish incentive mechanism to promote energy

efficient technologies, and have best practices in energy conservation

and emissions reduction replicated throughout the district.

6. Tieshan LPIC will recommend to the national PIC rewards to

organization(s) or individual(s) with remarkable performance.

Clause 10 Responsibilities of member organizations

1. The District Government Office together with the District Bureau for

Agriculture and Luzhanshan Community Committee assumes the

responsibility of organization and coordination activities.

2. The District Bureau for Planning, Statistics and Pricing, the District

Bureau for Economic Development, the District Bureau for Science and

Technology and the District Finance Bureau is responsible to provide

technical support to cement TVEs applying energy efficient technology.

3. The District Bureau of Environmental Protection will provide guidance

to cement TVEs in the aspect of policies and emissions standards, and

will conduct environmental evaluation of the TVEs.

4. ABC Tieshan Office takes the responsibility to assist cement TVEs in

3
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sourcing funds for technical upgrading.

Governance and working procedures

Clause 11 Modality of operation

Tieshan LPIC will operate by means of meetings, once half a year. The

Director, or the Standing Deputy Director in his absence will chair the

meetings. A meeting will be considered duly valid if more than 50% of its

members are present.

Clause 12 Interim meetings

The LPIC Director may call interim meetings as per the request of PIC,

and thePMO.

Clause 13 Reporting system

Minutes of meetings and progress reports will be submitted to the national

PIC on a regular basis.

Supplementary Articles

Clause 14 This statute will become effective after it is discussed and approved by all

LPIC members. Tieshan LPIC reserves the right for the explanation of this

statute.

4
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Annex 9.4.2.1

Report on Study Tour of Establishing LPIC in Tieshan District, Huangshi City,
Hubei Province

According to the framework and plan of "UNDP/GEF Energy Conservation & GHG
Emission Reduction in Chinese TVEs Project", in order to promote the energy
efficiency technology adoption during the production and marketing of Tieshan
cement industry, to help them remove the obstacles in their market, policies,
technology and financing and to direct the establishment of LPIC in the county and
promote its capacity building, a study tour group, led by Ms. Wang Guiling, PMO
deputy director, consisting of Ms. Wang Hui, subcontractor manager, subcontractor
experts and technical professionals, went to Tieshan District, Huangshi City, Hubei
Province. The group conducted workshops, on-the-spot investigation and
questionnaire answering activities from September 16 to 20, 2003 (See attachment for
detailed activities and name list of the participants).

1. Brief Introduction of Cement Industry of Tieshan District

Tieshan district of Huangshi city, Hubei province, is located on the south bank of
central Yangtze River. It is one of central China's major raw material industry bases.
The district enjoys convenient transportation network. It is only 60 km away from
Wuhan city and 23 km away from Yangtze River's wharf. The 106th national level
road runs across the district. It covers a total area of 28km2 and the whole population
is 70 thousand.

Table 1: Basic Data on Cement Industry in Tieshan District

Construction
Cement industry Materials TVEs

Industry

2001 2002 2001 2002 2001 2002
Number of

4 4 26 23 52 57
enterprises

Total 10,000
output Yuan 13011 13671 15307 17089 63280 74000
value

It is indicated in table 1 that in 2002, the total output value of the TVEs in the district
was 740 million Yuan, among it 137 million was produced by cement industry,
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accounting for 18.5% of the total TVE's output. It can be seen that cement industry is
one of the leading TVE industries in Tieshan district.

Tieshan district enjoys rich limestone resource and the total reserve value amounts to
220 million tons. The content of CaO is more than 50%. The total output value of
cement industry in Tieshan district accounts for 80% of the construction materials
industry's output and is the leading industry ofTieshan district. There are four vertical
kiln cement factories in Tieshan district, producing 1 million tons of cement every
year, total output value cement production amounting to 137 million Yuan.

Cement industry is not only the big source of output value in the Construction
Materials Industry, but also the big energy consumer. In year 2002, the energy
consumed amounted to 116,000 tons of coal equivalent, while the C02 emission was
291,000 tons. The energy efficiency and C02 emission reduction technological reform
in this district has profound effect on local environment protection.

Table 2: Energy Consumption and CO2 Emission of Cement Industry
in Tieshan District

~

2001 2002
Year

Output 10,000 tons 78.01 85.44

Energy Kg of coal

consumption Per equavilent / ton 136.24 136.14
Unit

10,000 tons of Coal
Total energy equavilent 10.6
consumption

11.6

CO2 em
10,000 Tons 26.6 29.1

ission

2. Brief Introduction of the Pilot Enterprise

The pilot enterprise, Lufeng Cement Co. Ltd, Lufeng Group of Huangshi city, Hubei
Province, is located in Tieshan district of Huangshi city. It is a collective-owned
cooperative shares system company founded in October 1995 and the total registered
capital is 20 million Yuan. There are 652 staffs employed by the company. Lufeng
Cement Company has its own limestone mine and clay mine. It also utilizes rich local
copper ore dregs and steel slag produced by Wuhan Steel Company. By now, there are
4 <P 3 X 11M mechanical vertical kiln cement production lines, producing 440,000
tons cement ofP.032.5, P.042.5, P.S32.5 varieties.

2
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By the end of 2002, the asset of the company has been 79.73 million Yuan, total
liability 32.07 million Yuan and the rate of liability is 40.22%. 437, 000 tons of
cement is produced annually and annual sales income is 67.59 million Yuan and profit
is 5.72 million Yuan. The company has passed IS09002-94 certification and been
appraised as AAA credibility enterprise.

Among the total cement produced in the whole district, Lufeng Cement Company, the
largest cement producer in Tieshan district, accounts for 51.2%.

Since 2001, the total investment of the company in technical upgrading and
environment protection has amount to 13.80 million Yuan, annual average input is 7.4
million Yuan;

Table 3: Production of Lufeng Cement Company in 2002

Cement industry Lufeng
Percentage of

Lufeng to cement
Unit in Tieshan Cement

District Company
industry in the

district

Total output 10,000 13671 6759 49.4vale yuan

Total output 10,000 85.4 43.7 51.2Tons

People
1332 652 49.0

employed

During the second phase, the company shall close 4 vertical kilns. The 8 ball milling
machines shall be used to rebuild 2 new dry process cement rotary kiln, which will
save energy, increase the cement quality and fire resistance. Chamotte coal
consumption rate is 121kgce/t, cement comprehensive electricity consumption rate is
80kwh/t and cement comprehensive energy consumption rate is 129kgce/t. Calculated
on the base of 2002 production, the annual energy saving is 8,313tce. The total
investment will be 180 million Yuano This will improve products' quality and promote
local energy efficiency and CO2 emission reduction.

3. The Administration of Tieshan Cement Industry and the Establishment of
LPIC

3
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With further institutional reform, the local TVEs Bureau, Medium and Small Scale
Enterprises Bureau, Economy and Trade Bureau and Construction Materials Bureau
have been integrated as Tieshan District Economic Development Bureau. Cement
industry and its energy efficiency technology upgrading has belonged to local
Economic Development Bureau.

Tieshan district government has attached great importance to the development of
cement industry. In 2001, it was clearly stipulated in local "Tenth Five-Year Plan" that
great efforts should be made to promote cement industry's energy efficiency,
environment protection and technical upgrading during the five-year period. The
"UNDP/GEF Energy Conservation & GHG Emission Reduction in Chinese TVEs
Project- Phase II" has specified the requirement of establishing LPIC and building
its capacity. This requirement conforms to local government's development planning
for cement industry. It also specifies objectives, schedule and implementation
approach for cement industry's energy efficiency and GHG emission reduction. The
implementation of the project shall promote the progress oflocal energy efficiency.

Local government has paid much attention to the implementation of the project. LPIC
has been established, headed by the deputy district director and constituted by
members from local Planning and Statistics Bureau, Economic Development Bureau,
Science and Technology Bureau, Finance Bureau, Bureau of Agriculture, Forestry and
Water Affairs, Office under Tieshan Branch Bank of Agriculture. LPLC is responsible
for organizing and coordinating local energy efficiency activities.

4. Property Right of Cement industry in Tieshan District

At the early phase of property right reform, most cement factories were collectively
owned. With reform further on, in 1998, most TVEs' property right was changed into
cooperative shares system and then Limited Corporation. Among the present 4 cement
companies in Tieshan district, 1 is collectively owned (established by farmers from
town, village or villager groups) ,lis joint-stock limited company (established and
invested according to law by stockholders and the responsibility of stakeholder is
limited to the amount of his shares). and the other two are cooperative shares
company.( based on cooperation and jointly funded by the employees, certain amount
of societal investment is absorbed and conducts the mechanism of autonomous
management, responsibility for its profits or losses, labour in common, democratic
management, distribution according to workload and dividends distributed 10

proportion to shares) The pilot enterprise is a cooperative shares company.

With economic development, the property right of cement producers in Tieshan
district has undergone further reform. Taking an example of Lufeng Cement Company,
it is conducting financial assessment. 70% stock owned by Lufeng Group Company
and 30% owned by Lufeng Mining Co. Ud have been sold to managers, employees
and other individual investors. The property right reform shall effectively promote the

4



I
II
II
II
II
II
II
II
il
I
I
I
I
I
I
I
I
I
I
I
I

sustainable development of the enterprise.

5. Relevant Cement Industry Policies in Tieshan District

1) Added-value Tax Reimbursement Policy for Comprehensive Resource
Utilization

According to Notice on Added-value Taxfor Some Comprehensive Utilized Resources
and Other Products, which has been issued by Ministry of Finance and State Tax
Administration on December 1, 2001, "since December 1, 2001, the added-value tax,
which is levied on cement that in the process of protection, not less than 30% gangue,
stone coal, pulverized fuel ash and furnace cinder (not including water granulated slag
in the furnace) and other waste residues is mixed into the raw materials, is
reimbursed. "

This policy has been effectively implemented in Tieshan district. In Lufeng Cement
Company, the amount of the reimbursed added-value tax reached 7 million Yuan

2) Vertical Kilns Cement Products not to be Used in Important Project

According to Notice on Promoting the Management of Cement Use in Architectural
Work, which was jointly issued by Hubei Construction Department, Transportation
Department, Water Affairs Department, Safe Production Supervision Office on
August 26, 2002 and the Supplementary Notice on Promoting the Management of
Cement Use in Architectural Work, which was issued in December, 2002, it is
stipulated that: The architectural works must use cement that conforms to national
standards and cement produced in rotary kiln (not including hollow rotary kiln).
Cement produced by vertical kiln is forbidden to be used.

The specific stipulations of these documents are as follows:

"-Major large and medium constructional projects that are included into national and
provincial annual plan;

-The urban civil projects and commercial concrete that requires the strengthen level
of concrete reach C35;

-The structural parts of the prefabricated cement products;

-The foundation and framework of the large and medium scale constructional
projects;

-Highroad surfaces, bridges, tunnels and component parts of the artificial structure
that have been built with cement;

5
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-Large and medium hydraulic engineering and the related major building;

-The chimneys over 50 meters, water towers over 30 meters and silos over 20
meters.

When selecting cement for other commercial concrete, cement prefabrications,
engineering, transportation and hydraulic projects, the relevant technical and
industrial standards should be met.

The documents encourage the development of the production lines that daily produces
more than 2000 tons. In enterprises where conditions are mature, new dry production
line shall be built. The policy aim s at promoting cement industry reconstructing and
product quality improvement.

3) Close Small Vertical Kiln

According to the Notice issued by the State Council s General Office on Transfer the
State Economic and Trade Commission s Opinions on Checking up and Reorganizing
Small Glasswork Factories and Small Cement Factories and the First Catalogue on
Rejecting out-of-date Production Capacity, Processes and Products, small and
medium scale cement factories using vertical kiln shall be gradually disused before
2006. Most vertical kiln cement producers in Tieshan district shall be disused.

4) Environment protection policies

Currently, China's environment policies have been materialized by 8 environment
management systems, including Environment Impact Assessment System for
Constructional Projects; Three Qualifications System for Constructional Projects;
Payment for Pollution Discharge System; Quantitative Evaluation System for
Integrated Treatment of Urban Environment; Accountability System for Environment
Protection Targets; System for Pollution Reporting and Registration and Pollution
Discharge License; System for Centralized Pollution Control; and System for
Time-limited Pollutant Treatment and Treatment of Hazardous Waste by
Administrative Bodies.

As to the implementation of these systems, the following systems are closely related
to enterprises: Environment Impact Assessment System for Constructional Projects;
Three Qualifications System for Constructional Projects; Payment for Pollution
Discharge System; System for Pollution Reporting and Registration and Pollution
Discharge License and System for Time-limited Pollutant Treatment and Treatment of
Hazardous Waste by Administrative Bodies.

On July 1, 2003, the Managing Rules on Levying and Using Pollutant Discharge Fees
was issued by State Environment Protection Administration. According to it, the fee

6
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levying ways and scope has been adjusted: the. former fee charging for pollution
discharge that over a certain standard is changed to charge fee both for
within-standard and over-standard pollution discharge.

Formerly, fee was charged on the basis of one single over-standard factor. Now,
various pollutants are converted into an equivalent pollutant and fee shall be charge
according to the converted total pollution. The fee charged is included into
government financial budget and managed as exclusive fund for environment
protection. The expenses incurred by environment administrations are covered by
government finance. In this way, the pollution discharge fee levying become or fair
and reasonable.

Considering the reality that the number of cement producers is large and there is
difficulty to conduct on-line monitoring, the data got from monitoring shall be
integrated with materials measurement. Different amount of pollutant discharge fees
shall be worked out according to different production processes. According to the new
fee charge standard, the previously uniform charging standard shall be changed from
0.91Yuan per ton to 0.6 Yuan per ton (vertical kiln) and 0.25 Yuan per ton of cement
for new dry process production lines. The new charging standard shall greatly
motivate enterprises to adopt and apply new technologies to productions

In China, the most widely adopted practice is to issue permit for water waste. This
practice has not been adopted in Hubei and the currently practice in Hubei is pollution
discharge reporting and registration. An enterprise makes an application and the local
Environment Protection Bureau examines and approves the application, conducts
monitoring, approves pollutant discharge and issues pollution discharge license. There
is also another way to obtain certificate of registration. The enterprise negotiates with
local Environment Protection Bureau and if gets approval, those enterprises that sign
Voluntary Agreement with government can directly get license.

Environmental impact assessment and "Three Qualifications" policy has to be
conducted when newly building, expanding or rebuilding cement projects in Tieshan
district. However, there is hardly any regulation to punish the behaviors that run
counter to what is required in Environment Impact Assessment system. There is also
no corresponding judicial review stipulation. The results of environmental impact
assessment can only be guaranteed by the "Three Qualifications" system because the
administrative scope of China's environment administrations have been quite limited.
Therefore, in order to ensure the role of "Three Qualifications" system and
environmental impact assessment, it is essential to coordinate different departments
engaged in planning, economy, project administration, project implementation, project
assessment and environment administration for them to undertake their own
obligations and duties. LPIC in Tieshan district of Hubei Province can be the right
body to undertake such role of coordination.

7
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6. Market Status

1) Large Market Demand and Steadily Sales Growth

The output in 2003 has increased notably. From January to July, the total amount of
cement produced by factories above certain scale has reached 17.09 million tons, the
highest level among corresponding periods of previous years, 16.3% higher than the
same term in last year. The increase range of cement output in Wuhan and Huangshi
is higher than the average level in Hubei province. The sales value of the cement
industry in Hubei province has reached 4 billion Yuan, 16% increase compared with
the same term last year. Sales and Production rate is 97%, the highest level among
corresponding periods in recent years.

2) Factors affecting cement market in Tieshan district

Although there is large market demand for cement this year, all the cement producers
in Tieshan district depend on vertical kiln for production. 5 dry processes rotary kiln
cement production lines shall be successively established in the neighboring regions,
the technical advantages of these new production lines seriously threatens the market
share enjoyed by Tieshan district's 5 cement producers that use vertical kiln
production line. This will force the pilot enterprise to raise fund and conduct technical
upgrading.

According to the results of the analysis of the national cement production, the national
cement output in 2002 was 725 million tons, ranking first in the whole world. The
demand for cement was 700 million tons. The demand and supply was roughly
balanced. Stimulated by the market signal, some enterprises have recently invested in
cement production and led to over-investment. It is quite possible that the government
shall adopt some measures to restrict cement production.

3) Conflict between cement industry and resources has intensified

The prospected limeston~ reserves in Huangshi city are about 220 million tons and the
un-prospected reserves are quite limited. In order to protect the limestone resources, it
has been publicly proclaimed by the government to prohibit the exploitation of
limestone. Therefore, the production of those enterprises that have no self-provided
mine shall be restricted. So the pilot enterprises are advantaged to develop cement
industry. In Tieshan district, there is no linking-together land that is over about 30
hectares, which is required for enterprise establishment. The milestone resources have
been distributed to the present enterprises.

7. Financing Status of the Pilot Enterprise

The pilot enterprise, Lufeng Cement Company of Lufeng Group, Huangshi city,

8
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Hubei Province is the largest producer in Tieshan district and its output accounts for
51.2% of the total output ofthe local industry. It is a major part in the development of
local cement industry.

Since 2001, Lufeng cement company has invested13.80 million Yuan in technical
upgrading, includingl2.80 million Yuan from its' own finance, 1 million Yuan from
social sources. About 180 million Yuan shall be needed for technical upgrading in
second-phase project and the entire fund shall be used for newly building dry process
rotary kiln cement production lines. The enterprise is expected to collect 50 million
Yuan; bank loan 60 million Yuan and there is still a 70 million Yuan financial gap.
Financing difficulty is the major obstacle to enterprises' adopting energy efficiency
technologies.

With China's financial system reform, the public-owned banks have been reformed
into commercial banks. In the process of applying for bank loan, the key problem the
enterprises faced with is the provision of mortgage such as land, workshop building
and equipment. If enterprises fail to get bank loan, they will have not enough fund to
conduct complete technical upgrading. In 1996, People's Bank of China adopted the
policy of loan trace out all life. This policy has made local banks would rather turn
over the savings than run the risk of granting loans to enterprises. Enterprises that
enjoy good financial status and credibility, like the pilot enterprise, can only get loan
of not more than 60 million Yuan. Other enterprise in Tieshan has even greater
difficulties in collection fund for technical upgrading.

8. Technological Status

Table 4: Statistics on Staff Structure in Cement Industry

Total number High Medium
Preliminar Junior or

Enterprise name of staff profession profession
y semor

profession high
Employed al title al title

al title school
Lufeng Cement

652 6 10 10 599
factory
Sanbing 380 2 6 8 346
Erbing 252 1 4 4 233

Xinfeng Cement
120 0 2 4 106

factory
Total 1404 9 22 26 1289

Percentage of the
100 0.7 1.6 1.9 91.5

total

Cement industry in Tieshan district has easy access to technical information because

9
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of the following reasons: The directors of the four cement factories in Tieshan district
have long engaged in the line and they frequently visit advanced cement factories
both in home and broad and study their experiences; all the chief engineers of the four
cement factories have been qualified university graduates and are capable of studying
and taking up new knowledge; Tieshan district is closely associated with Wuhan
Science and Industry University. The university has silicate major and provides direct
technical guidance for local cements industry; all the production lines of the four
cement factories have been designed by qualified designing institute.

In spite of that, cement industry in Tieshan district also looks forward to supports
provided by professionals and institutes from home and abroad.

9. Recommendations

1) Build New Dry Process Rotary Kiln that Daily Output is More Than 2000
Tons in the Pilot Enterprise.

With mature conditions, part of the present equipment shall be rebuilt to new
Chalmette milling stations and other vertical kilns in Tieshan district shall be closed.

2) Help Enterprises to Finance

Lack of fund is major obstacle to the development of cement industry in Tieshan
district. The fund needed shall be raised by GEF project, local government and
Lufeng Cement Company itself.

After signing the Voluntary agreement, PIC and PMO grant certifies of
"Demonstration for UNDP/GEF Energy Conservation & GHG Emission Reduction in
Chinese TVEs Project". This will help the pilot enterprise use influence of GEF
project and try to win financial support from governments at various levels and
financial institutes.

PTPMC (Beijing Hong Yuan Environment Protection Science and Technology Co.

Ltd.) should enter the project as soon as possible in order to guarantee the progress

and feasibility of the technical upgrading plan and to promote the financial institutes

to invest in the pilot enterprise.

3) Publicize Energy Efficiency Voluntary agreement and! extend it to all the
cement enterprises in Huangshi city.

10
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Annex 9.4.3

Energy Efficiency Voluntary Agreement

(Draft)

BETWEEN

Government of Tieshan District, Huangshi City, Hubei Province
(Hereinafter referred to the Government)

AND

Lufeng Cement Company Ltd, Tieshan District, Huangshi City, Hubei Province
(Hereinafter referred to the Demonstration Enterprise)
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1. Background
Energy Efficiency Voluntary Agreement is an agreement that is entered voluntarily

by and between a trade organization or individual enterprise and the government in
order to improve energy efficiency and reduce greenhouse gas emissions. Industry
organizations or enterprises commit to meet the target of energy efficiency or GHG
emission reduction, and the government provides preferential policies and/or other
incentives to the industry organizations and the enterprises.

In order to formulate and implement action plans to promote regulatory reforms
and commercialization of energy efficiency technologies and projects among TVEs, the
Energy Conservation Voluntary Agreement is formulated so as to improve energy
efficiency and reduce greenhouse gas emissions.

2. Targets of Energy Conservation
2.1 Through the Voluntary Agreement implement, the Government shall fulfill the

transformation of governmental function and explore a new mechanism aimed to
achieve the same energy conservation goal but without compulsory commands.
Furthermore, the Demonstration Enterprise shall reduce production cost, improve
product quality, protect environment, and thus, establish a better public image for the
enterprise.

2.2 The Demonstration Enterprise establishes voluntarily the following direct
Energy Efficiency targets: based on 2002 (reference year), by 31st December 2005, the
Demonstration Enterprise shall complete the Energy Conservation Project and achieve
the energy conservation target: reduce energy consumption per unit product (or
production value) by 21%; and by 31st December 2008, achieve the energy conservation
target: reduce energy consumption per unit product (or production value) by 24%.

Indirect Energy conservation: through improving product quality, saving raw
material, reducing the proportion of cement in concrete, prolonging product life, energy
can be indirectly conserved

2.3 If the government adopts stricter environmental standard and more energy is
consumed, the targets can be adjusted.

3. Measures for Energy Conservation
3.1 In order to fulfill the target of Energy Conservation on time, the Demonstration

Enterprise shall establish a concrete Energy Conservation Plan, which shall be reviewed
and approved by the Government, and implement the plan carefully.

3.2 The Demonstration Enterprise shall enhance the energy management, establish
energy management system and energy efficiency standards, improve the internal
regulations, assign full-time energy manager to be responsible for the energy
management, improve employee's consciousness of energy conservation

4. Preferential Policies

2
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4.1. The Government shall take the Demonstration Enterprise as a key supporting
enterprise. The support includes imbursement on scientific research, technological
innovation, and environmental protection, and implementation of the national policy on
tax reduction or exemption related to utilization of wastes such as waste residue and
other national or local encouragement policies and measures for energy conservation
and environmental protection. Depreciation acceleration can be applied to the
equipment in the Clean Production List. Energy audit and training expense for the
Energy Conservation Project can be included in the management cost. The
proportional limit of cost of R&D on energy conservation can be increased and included
in the management cost.

4.2. The Government committed to assist the Demonstration Enterprise in solving
some financing problems such as financing difficulties through the governmental credit
system for medium- and small-scale enterprises and to recommend the Demonstration
Enterprise to apply for recycling fund loan and other commercial loans, which will be
used in the energy conservation project.

4.3. After the Demonstration Enterprise signs the Voluntary Agreement, the
Government shall promise to recommend for the pilot program as well as award the
honorable title to the Demonstration while introducing and extending the experience of
the Demonstration Enterprise in the pilot on media.

5. Monitoring and Assessment
5.1 The Government shall submit an Annual Report on implementation of the

Voluntary Agreement to the PIC in the first quarter of the. year and receive the
instruction from the PIC.

5.2The Demonstration Enterprise agrees to receive assessment of the effect of the
Voluntary Agreement implementation by a Technical Team established by an
independent third party.

5.3 In the valid period of the agreement, the Demonstration Enterprise shall submit
an Annual Supervision Report to the Government and the Technical Team in written
form in the first quarter every year, and submit the Final Report in the first quarter in the
next year after the Agreement ends. The report shall include: production statistics,
energy consumption data, status of implementation of Energy Conservation Plan and
Energy Conservation Project, effect of energy conservation, problems and barriers, plan
for the next year, measure adjustment, experiences and lessons, and suggestion for
perfecting the Voluntary Agreement.

5.4 The Technical Team is responsible for evaluation in the implementation of the
agreement, including the evaluation of the Energy Conservation Plan, Annual
Monitoring Reports, and the Final Report submitted by the Demonstration Enterprise.
The Technical Team shall inform the assessment result in written form to the
Government and the Demonstration Enterprise. The assessment report shall cover
evaluated comments. on the authenticity of data, the Energy Conservation Plan and
projects of the Demonstration Enterprise, the status to meet the targets, and the
suggestion on Agreement modification.

3
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6. Modifications and Termination

Energy Consumption in 2002

The agreement shall be modified or terminated if the following conditions occur:

Authorized representative

Lufeng Cement Company Ud, Tieshan
District, Huangshi City, Hubei Province
(seal)

5.5 If the Evaluation Report indicates that the Demonstration Enterprise failed to
meet the requirement that the Agreement defines, the Demonstration Enterprise shall
adopt measures including identifying problems, seeking new energy conservation
measures, improving the energy conservation efforts in the next year, modifying energy
conservation plan, based on the advice from the Technical Team.

The demonstration company is a medium-scale township enterprise. It owns the
limestone mines and clay mines, and clag is from local copper mines and Wuhan Steel
Company. The company has four cjl3xllM standing-kiln cement product lines. The
annual production is 500,000 tons ofP.O 32.5, P.O 42.5, P.S 32.5 cement.

~ The Laws, Regulations, or policies related to energy or environmental protection
have big changes compared with the year when the agreement is signed.

~ Implementation of the Agreement has negative impact to the development or
normal operation of the Demonstration Enterprise.

The agreement shall come into force from the date it is signed and be invalid on
31st Dec, 2008. Any pending matters in the agreement shall be discussed jointly
between parties and an additional agreement shall be entered and being equally valid.

Date: Date:
Appendix: Assessment of Energy Conservation Potential

Government of Tieshan District,
Huangshi City, Hubei Province (seal)

Authorized representative

Type Quantity Coefficient In tce C02 It
Coal 72,311t 0.7143 51,652 128,768
Electricity 33,320,000kWh 0.383xlO-3 12,762 31,815
Total 64,414 160,583
Cement Production 440,300 t
Clinker Production 308,210 t
Clinker Energy Consumption 168 kgce/t
Total Electricity Consumption of Cement 76 kWh/t
Total Energy Consumption of Cement 146 kgce/t
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Planned Energy Conservation Projects
Measures Expected Energy Conservation Time

Adopt rotate Clinker energy consumption: 121kgce/t,
kiln to replace shaft Total Electricity Consumption of Cement:
kiln, the grade and 80kWh/t, 2004/1- 2004/12
heat endurance IS Total Energy Consumption of Cement:
improved. 117kgce/t

Indirect Energy Conservation Effect:
Indirect Energy Conservation Expected Energy Conservation C02 Emission

Improve the quality of product, and Based on the production In 14,158t/yo
prolong the life of cement by 10% 2002, energy of 5,679 tce can be

conserved per year.
Reduce the proportion of cement in Based on the production In 42,473t/yo
concrete, reduce the area of concrete 2002, energy of 17,037 tce can
section by 30%. be conserved per year.
Increase the amount of
addi ti ves through improving the
cement qualityo

5
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Annex 9.5.1

Statute of Jiangning Policy Implementation Committee

Introduction

Clause 1 Nature

Jiangning Policy Implementation Committee (hereinafter referred to as

Jiangning LPIC) is an institution led by the Jiangning district government,

which is established to help metal casting TVEs in the district to remove

policy barriers in applying energy efficient technologies.

Clause 2 Objective

The objective of Jiangning LPIC is to promote energy efficient technologies

in the metal casting industry, and to reduce energy consumption and

emissions reduction by means of effective management mechanism while

manufacturing quality energy efficient products. It is aimed to drive the

sustainable development of TVEs and environmental improvement in the

district.

Organization of Jiangning LPIC

Clause 3 Member organizations

Jiangning LPIC is comprised of representatives from the District Bureau of

Small & Medium Enterprises, the District Bureau of Environmental

Protection, the District Finance Bureau and the District Bureau of Science

and Technology.

Clause 4 Delegates



I
I
I
I
I
I
I
I
I
I
I
I
I
I
II

"II
'I
I
I
I

Jiangning LPIC shall have 4 delegates, who should be directors of the

above-mentioned 4 local government authorities.

Clause 5 Term of service

Jiangning LPIC delegates, to be nominated by the district government, shall

serve a term of three years. If any member organization wishes to delegate

its membership to a delegate from within the same office as the actual

member, a written application of such delegation should be submitted to the

district government for approval.

Clause 6 LPIC Directors

The deputy district governor in charge of industries shall take the post of

Director, and the director of the District Bureau of SME shall take the post of

Deputy Director. The Deputy Director can act as Director in his absence. In

addition to the normal duties and obligations of a member of Jiangning LPIC,

the Director (or acting Director) chairs meetings of Jiangning LPIC, signs

Minutes and formal correspondence of Jiangning LPIC.

Clause 7 LPIC Office

The Jiangning LPIC Office is responsible for the administrative routine

activities of Jiangning LPIC and communications with the PIC and the

project management office of the UNDP/GEF Chinese TVEs Project. The

Office is established within the District Government Office at the address of

Zhushan ROad, Dongshan Town, Jiangning District, Nanjing City.

Clause 8 Office staff

The office staff includes experts in local policy issues, the director of the

SME Office, and the Deputy Director of Jiangning LPIC.

Functions of Jiangning LPIC

Clause 9 The major responsibility of Jiangning LPIC is to promote, under the

guidance and with the coordination of the national PIC and the national

2
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project authority, energy efficient technologies in the metal casting industry

of the district, and to remove policy barriers encountered in the process.

1. Jiangning LPIC will develop and implement action plan aimed at

promoting regulatory reform with TVEs in the district, and market

transformation of energy efficiency technology and projects.

2. Jiangning LPIC will promote Energy Efficiency Voluntary Agreement

(VA) to be signed by and between the local government and TVEs.

3. Jiangning LPIC will regularly provide TVEs with information about

updated energy efficient technologies and related policies both inside

and outside China.

4. Jiangning LPIC will promote in the district better enforcement of

existing national policies for technical upgrading, energy conservation

and environmental protection.

5. Jiangning LPIC will establish incentive mechanism to promote energy

efficient technologies, and have best practices in energy conservation

and emissions reduction replicated throughout the district.

6. Jiangning LPIC will recommend to the national PIC rewards to

organization(s) or individual(s) with remarkable performance.

Clause 10 Responsibilities of member organizations

1. The District Bureau of SME assumes the responsibility of organization

and coor(lination activities as well as the administration of all metal

casting TVEs in the district.

2. The District Bureau of Science and Technology and the District Finance

Bureau are responsible to provide technical support to metal casting

TVEs applying energy efficient technology.

3. The District Bureau of Environmental Protection will provide guidance

to metal casting TVEs in the aspect of policies and emissions standards,

and will conduct environmental evaluation of the TVEs.

3
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Governance and working procedures

Clause 11 Modality of operation

Jiangning LPIC will operate by means of meetings, once half a year. The

Director, or the Deputy Director in his absence, will chair the meetings. A

meeting will be considered duly valid if more than 50% of its members are

present.

Clause 12 Interim meetings

The LPIC Director may call interim meetings as per the request of PIC,

and thePMO.

Clause 13 Reporting system

Minutes of meetings and progress reports will be submitted to the national

PIC on a regular basis.

Supplementary Articles

Clause 14 This statute will become effective after it is discussed and approved by all

LPIC members. Jiangning LPIC reserves the right for the explanation of

this statute.

4
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Annex 9.5.2

Action Plan of the LPIC of Jiangning district, Nanjing city

1.Project Background

The project of "UNDP/GEF Energy Conservation & GHG Emission Reduction in
Chinese TVEs" has been funded by GEF. The aim of the project is to help Chinese
TVEs that engaged in brick-making, cement, casting and coking to adopt energy
efficiency technologies and to reduce GHG emission.

In the first phase of the project, which was ended in 1999, the market, policy, technical
and financial obstacles to the adoption of energy efficiency technologies were evaluated
and strategies to remove the obstacles have been formulated. During the second phase,
it has been proposed to establish top-down LPIC both at central and local level and
promote energy efficiency in Chinese TVEs by adopting a market transformation
approach.

In order to realize the objectives set for the project's second phase, to create a sound
environment for the demonstration enterprises and the casting industry that these
enterprises belong to, to promote the implementation of policies, laws and statutes, to
establish a mechanism favorable for enterprises to adopt energy efficiency and GHG
emission reduction and to extend the experiences accumulated by the demonstration
enterprises, The PMC of Jiangning district has formulated the action plan.

2. Obstacles to Adopt Energy Efficiency Technologies
For Jiangning district's casting industry, the market, policy, technical and financial
obstacles to adopt energy efficiency technologies are as follows:

CD The property right reform of the welfare casting enterprises is confronted with
tax obstacle;

<1) There is a long way to go for applying for the preferential policy of collecting
value-added tax and reimbursing afterwards;

@ The information services for the casting industry are inadequate;
@ The price increase of the raw materials has brought market
and financing difficulties for the industry.

3. Objective

(1). Objectives in the near future (2003-2005)
CD The government sign Energy Efficiency Voluntary Agreement with
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demonstration enterprise.
e?) To upgrade the energy efficiency technologies and the objective is to decrease

per product's energy consumption by 18% (with the data of2002 as baseline)
Q) To establish an effective mechanism and lay sound basis for casting industry's

sustainable energy efficiency and GHG emission reduction and popularize
Energy Efficiency Voluntary Agreement

@ To bring energy efficiency and GHG emission reduction into legal system.
(2) Medium and long term objectives (2006-2008)

CD In 2008, compared with the data of 2002 (baseline), the objective is to decrease
per product's energy consumption by 20%.

e?) Extend the demonstration enterprises' voluntary agreement model in casting
industry and establish enterprises' self-improving mechanism to promote
energy efficiency by adopting a market transformation approach.

To fundamentally improve the legal environment for energy efficiency and GHG
emission reduction

4. Implementing Plan

(1) Government signs EE Voluntary Agreement with demonstration enterprises.
Time: July 2003-December 31, 2008
Objective: government signs energy efficiency Voluntary Agreement with

demonstration enterprises and the energy efficiency objective is to decrease per

product's energy consumption by 18% compared with that of baseline year 2002; and

per product's energy consumption decreases by 20% in 2008.

Tasks:
CD Make surveys of demonstration enterprises
Energy efficiency technology upgrading plan shall be brought forward by experts
according to enterprise's production processes, energy consumption pattern,
product varieties, total output plan and new product development plan.
e?) Consult with enterprises and formulate energy efficiency technology upgrading

plans that are to be assessed.
Q) Identify barriers to the implementation of the plan.
@ LPIC consult with local government and formulate incentive policy;
G) Work out energy efficiency Voluntary Agreement draft together with

demonstration enterprises;
@ Consult with PLC and RCF and provide technical and financial support;
(J) Sign Energy Efficiency Voluntary Agreement; (See Energy Efficiency

Voluntary Agreement for detailed incentive policies and EE indexes );
<ID According to the stipulations of Energy Efficiency Voluntary Agreement, the

implementing progress of the tasks is to be supervised by the third party that has
been confirmed by the parties involved in Energy Efficiency Voluntary
Agreement;

@ Summarize the experiences accumulated by demonstration enterprises and get

2
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ready for extending the experiences in Jiangning district's casting industry.
@) Increase the number of demonstration enterprises.

(2) Organize study tours

Time: December 2004

Objectives: To find out Dalian casting industry's market and their technical level.

Organize 5 local casting factories' directors to go to Dalian. They shall visit 10 casting

enterprises with the help pf Dalian TVEs' Bureau and study the experiences

accumulated by Dalian casting industry in developing external market;

(3) Study tour for welfare enterprises' property rights reform
Time: March 2004

Objectives: To put forward suggestions for implementing preferential tax policies after

the property right reform of local welfare enterprises.

Tasks:

Organize LPIC members and local welfare enterprises' directors to go to Suzhou, Wuxi

and Changzhou to study the implementation of preferential tax policies among welfare

enterprises and put forward suggestions for implementing preferential tax policies after

the property right reform oflocal welfare enterprises.

(4) Information building
Time: February 2004

Objectives: Assist demonstration enterprises to apply to the government for fund for the

Information construction of the Technology Development Center that was jointly

established by Tsinghua University and Nanjing Moling casting central factory;

Tasks:

CD Survey and learn the demand for information construction of the Technology

Development Center that was jointly established by Tsinghua University and

Nanjing Moling casting central factory;

Q) Write project proposal and relevant reports;

Q) Apply for information construction fund through local TVEs' Bureau to

Nanjing TYEs' Bureau.

(5) Apply for preferential tax policy

3
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Time: February 2005

Objectives: Apply for preferential tax policy

Tasks:

Organize the casting factories that specialize in castings and forgings production in

Jiangning district to apply for the preferential policy of "Collecting valued-added tax

and reimbursing afterwards", which was issued by Ministry of Finance and State Tax

Administration.

( 6 ) Favorable policies for those enterprises that sign Energy Efficiency Voluntary
Agreement

CD With the influence ofGEF project, try to win technical upgrading fund;
Q) Guide the enterprises to conduct energy efficiency and GRG emission reduction

activities and accelerate the depreciation of those equipment listed in
government's clean production catalogue;

Q) The cost used for energy auditing and training is to be listed in enterprises'
runmng expenses.

@ The proportion of the cost incurred for researching and developing technologies
for energy efficiency and GRG emission reduction shall be increased and
included in overhead expenses.

(7) Strengthen publicity of Energy Efficiency Voluntary Agreement and promote
the extension IS014000
Time: July 2006

Objectives: Publicity of Energy Efficiency Voluntary Agreement and promote the

extension ISO 14000

Tasks:

CD Organize on-the-spot meeting to introduce the typical enterprises that conduct
energy efficiency and introduce their experiences.

Q) Publicize and carry out the environment protection management standards listed
in IS014000 and improve the enterprises' management level and their
awareness in energy efficiency technological upgrading;

Q) LPIC sends notices on promoting Energy Efficiency Voluntary Agreement
among casting enterprises in Jiangning district.

@ LPIC recommends potential demonstration enterprises to PMO.

(8) Reward system
CD Initiate public appraisal for advanced or modem enterprises.
Q) Commend and award those groups or individuals that contribute greatly to

4
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research, development and extension of energy efficiency technologies.
Q) PIC, LPIC and PMO grant to local demonstration enterprises award brand;
@ PIC and PMO issue certificates to local major participants and proper awarded

shall be granted to them.

5.Follow-up and report of the action plan

According to local realities, LPIC formulates report on the previous year's work every
January and works out Annual Working Plan of LPIC of Jiangning County, Naijing
Province (Refer to the attachment for detailed form). The report is to be submitted to
national PIC secretariat before January 31. The secretariat is to collect all the submitted
reports and reports to MOA's GEF office. All the reports are to be evaluated by the
office and each action plan shall be revised according to the evaluation results.

5
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Annex 9.5.2.1

Report on Establishing LPIC in

Jiangning District, Nanjing City,
Jiangsu Province

According to the framework and plan of "UNDP/GEF Energy Conservation & GHG
Emission Reduction in Chinese TVEs Project", in order to promote the energy
efficiency technology adoption during their production and marketing of Jiangning
Casting Industry, to help them overcome the obstacles in their market, policies,
technology and financing, and to direct the establishment of LPIC in the county and
promote its capacity building, a study tour group, with workshops, on-the-spot
investigation and questionnaire answering activities employed, led by Ms. Wang
Guiling, PMO deputy director, consisting of Ms. Wang Hui, subcontractor manager,
subcontractor experts and technical professionals, went to Jiangning district, Jiangsu
Province and conducted a five-day tour from November 22 to 26, 2003 (See
attachment for detailed activities and name list of the participants).

1.Brief Introduction of Jiangning Casting Industry

Jiangning district ofNanjing city covers an area of 1567 km2 and has a population of
750 thousand. .

Table 1:General Information of Casting Industry in Jiangning District

Casting TVEsin
Percentage of casting

Unit industry in 2002 industry to TVEs in
2002 2002 (%)

Number of 18 17357 0.1enterprises

Total output value 10,000 47167 3644144 1.3Yuan
Initial th:ed 10,000capital value 8447 1047355 0.8
(million Yuan) Yuan

Staff employed Person 1943 236267 0.8

In 1980s, the casting industry in Nanjing had developed rapidly in the context of
. vigorous TVEs development. There had been 364 casting enterprises and the total
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output reached 460 thousand tons. In 1995, there was 280 casting enterprises and
total output value reached 350 thousand tons. In Jiangning district alone, there was
more than 120 casting enterprises and total production accounted for 18% of TVEs'
total output value. With increasingly competitive market and continually upgraded
technologies, especially with increased public awareness and Jiangning district's
planning requirement of building ecological and garden-like district, the casting
industry had gradually shrunk. The percentage of casting to total TVEs' output had
dropped from 18% to 1.3% and the number of enterprises dropped from 120 to 18.

Table 2: Cast Varieties Produced by Jiangning Casting Industry

Unit: 10,000 tons

Iron cast
Total Nodular Cast steel
output Grey iron

graphite Subtotal
cast

cast iron

Output 5.5 4.85 0.4 5.25 0.25
2001

Percentage % 100 88.2 7.3 95.5 4.5

Output 6.15 5.35 0.5 5.85 0.32002
Percentage % 100 87.0 8.1 95.1 4.9

In 2002, the main product manufactured by the casting industry in Jiangning district
ofNanjing city is grey iron cast, accounting for 87% of the total output.

Table 3 Energy Consumption and C02 emission of Jiangning Casting Industry

~
~~&~ -------- 2001 2002

Year
Output 10,000 tons 5.5 6.15
Energy consumption Tons of coal equivalent per 0.638 0.630
per unit ton
Total energy 10,000 tons of coal

3.51 3.87
consumption equivalent

Electricity 10,000kwh 1300 1403
Coke 10,000 tons 4 4.5
Rate of rejected

% 15 15
products
C02 emission 10,000 tons 8.77 9.69

2



I
I
I
I

II
II
II
II
'I
I
I
I
I
I
I
I
I
I

I I
,I

In Jiangning district of Nanjing city in 2002, the total energy consumed was 38.7
thousand tons of coal equivalents. The unit energy consumption in casting industry
was 0.630 tons of coal equivalent per ton of cast; C02 emission was 96.9thousand
tons and the energy cost accounts for 25-30% oftotal cost.

2. Brief Introduction of the Pilot Enterprise

Nanjing Moling casting central factory is the pilot enterprise selected by the project.
It was founded in August 1987. As a collectively township owned enterprise, it has
specialized in producing sophisticated cast and aluminum alloy hardware of different
sizes and the annual production has reached 13 thousand tons. In 1995, the pilot
enterprise organized "Moling Machinery Manufacturing Factory of Shanghai Diesel
Stock Company" together with Shanghai Diesel Engine Stock Company. The leading
products include diesel engine frame cast, aluminum alloy inlet manifolds, and inlet
bend and inlet connection for motor engineers. In 2002, the factory passed IS09001:
2000 certification. In 1998, Technology Development Center was jointly established
with Tsinghua University and the factory also owns its own information center. The
products manufactured by the factory has won the title of "Quality Certificate"
issued by Shanghai Municipality's Electromechanical Industry Administration,
"Certificate of Qualified Measurement" issued by Nanjing Technical Supervisor
Bureau, "Overall Quality Management" issued by Ministry of Agriculture, Nanjing
AAA-level credibility enterprise, Nanjing Star Enterprise, Nanjing Best Economic
Efficiency Enterprise and 500 Best National Welfare Enterprises.

In 1998, the factory invested 5 million Yuan in sand treatment department's technical
upgrading and the upgrading finished in June 1999.

In the second phase of the project, cold-box method shall be utilized to rebuild
another annealing furnace. It is estimated that 10 million Yuan shall be invested for
product quality improvement, energy efficiency and C02 emission reduction.

Table 4: Comparison before and after upgrading

Unit
Before After Comparison

upgrading upgrading
Total cast

Ton 13245 20000 t 51%output

Unit
Ton of coal

energy
equivalent! 0.617 0.52 ! 16%

consumption
ton

Total energy Ton of coal
8166

t 28%per
consumption equivalent

10482
ton of cast

Unit energy
cost per ton of Yuan/ton 715.4 597 ! 16.5%
cast

3
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Rejection ratio % 15 8 ! 47%

CO2 emission Toni ton of
1.54 1.3 ! 16%

per ton of cast cast

Total CO2 Ton 20415 26205 t 28%
emission

3. Casting Industry Supervision and LPIC Establishment

In Jiangning district of Nanjing city, Medium and Small Scale Enterprises Bureau
supervises TVEs. With further economic reform and the reconstructing of
government missions, the local Government Affair Service Center was established.
Members from Different government departments work in the center to provide
service for enterprises. Ithas been figuratively known as government supermarket.

Nanjing Moling casting central factory, the pilot enterprise selected by the project, is
willing to conduct energy efficiency technical upgrading. Supported by Jiangning
district government, local Medium and Small Scale Enterprises Bureau has
coordinated Environment Protection Bureau, Science and Technology Bureau,
Bureau of Finance to establish LPIC in Jiangning district ofNanjing city in order to
help local casting industry to remove the market, policy, technology and financing
obstacles to energy efficiency technical upgrading.

Local Medium and Small Scale Enterprises Bureau have integrated LPIC's work into
government supermarket and this has enabled LPIC to conduct work more efficiently
and this makes it possible for LPIC to be integrated into government body.

4. Property Right of Jiangning Casting Industry

Among the 18 casting factories in Jiangning district, there are 14 privately owned
ones. Another two cooperative shares factory are founded on the basis of cooperation.
The other two are township owned welfare enterprises.

At the early phase of property right reform, most casting factories were collectively
owned. With reform further on, in 1998, most TVEs' property right was changed
into cooperative shares system. In Jiangning district, 14 out of 18 local casting
factories were radically reformed into privately owned enterprises. The property
right status of the other four enterprises remains indefinite and the pilot enterprise is
one of them.

During the project first phase, it has been proposed that former property right status
has restrained TVEs' energy efficiency technology upgrading. The launch of the
second phase project has promoted the property right reform of the pilot enterprise.
By now, the property right reform plan of the pilot enterprise has been worked out.
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The State Land Use Certificate is in the process of transaction and it is estimated that
the reform shall be completed at the end of 2003. The property right reform of the
other three enterprises has also been planned.

In the process of property right reform of the pilot enterprise, a tax policy obstacle
has occurred, that is whether the welfare enterprise can still enjoy relevant
preferential tax policy after property right reform. Nanjing Moling casting central
factory is the township welfare enterprise founded in 1987. According to Notice on
circulation tax Collection in Welfare Enterprise that was issued by State Tax
Administration in 1994, the welfare enterprise includes "enterprises established by
civil administration departments, streets and towns, not including enterprise invested
by foreign businessmen".

According to the Notice, the preferential policy for welfare enterprises are as follows:
for those welfare enterprises that the disabled employees accounted for not less that
50% of the total productive staff, the valued-added tax shall be collected at first.
After the tax administration's examination and approval, the paid tax shall be
reimbursed. The policy has been carried out since January 1, 1994 and effectiveness
for two years. In 1996 and 2000, Ministry of Finance and State Tax Affairs
Administration reconfirmed its effectiveness and it has been effective till now.
Accordingly, one condition of enjoying preferential tax policy is that the enterprise
are invested and established by civil administrations, streets and township
governments. Actually, limited liability companies and private companies account
for a major part of welfare enterprises. In order to enjoy preferential tax policies,
some enterprises are licensed as welfare enterprises. After reformed into private
owned enterprises, they shall not be qualified to enjoy the preferential policies. The
negative effect of the change is that the enterprises shall fire the disabled employees
in order to get maximum profit. It shall be hard for the unemployed disabled staff to
find other job and this is contrary to the original intention of developing the
enterprise with property right reform. According to the manager ofthe pilot factory,
in other regions such as Suzhou, Wuxi and Changzhou, after reformed into private
owned enterprises, these factories still enjoys the preferential tax policy.

5. Tax Policy for Casting Industry in Jiangning District

Since 1994, the preferential policy, levying value-added tax and reimbursing it
afterwards, has been implemented in some factories engaged in casting and forging
production in five phases. According to the Notice on levying value-added tax on
castings and forgings and reimbursing it afterwards, which was issued by Ministry
of Finance and State Tax Administration in 2002, the value-added tax levied on
commercial castings and forgings used for producing machinery, shall be collected
according to relevant laws and regulations and 35% of the amount of tax paid shall
be reimbursed. The reimbursed fund shall be used for the research and development
of casting and forging industry.

5
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According to the above mentioned notice, after submitting application, examination
and approve, there are 5 enterprises now enjoy the preferential tax policy. Although
Nanjing Casting Association has organized the application activities within the
whole region, none of the producers from Jiangning district has applied for the
preferential policy. Two factories including the pilot enterprise have not participated
in applying because they had enjoyed preferential policies as welfare enterprises.
The other 16 enterprises regard themselves as small-scaled and technically
low-leveled and pay little attention to apply for preferential policies.

6. Environment Protection Policy

Nanjing city is well known for its long history and attaches great importance to
environment protection. Jiangning Economic and Technical District has passed
IS014000 certification and this is quite rare in county-level districts. It is a major
measure for the local government to scientifically manage environment under the
current environment policy and legal framework.
Currently, China's environment policies have been materialized by 8 environment
management systems, including Environment Impact Assessment System for
Constructional Projects; Three Qualifications System for Constructional Projects;
Payment for Pollution Discharge System; Quantitative Evaluation System for
Integrated Treatment of Urban Environment; Accountability System for
Environment Protection Targets; System for Pollution Reporting and Registration
and Pollution Discharge License; System for Centralized Pollution Control; and
System for Time-limited Pollutant Treatment and Treatment of Hazardous Waste by
Administrative Bodies.
As to the implementation of these systems, the following systems are closely related
to enterprises: Environment Impact Assessment System for Constructional Projects;
Three Qualifications System for Constructional Projects; Payment for Pollution
Discharge System; System for Pollution Reporting and Registration and Pollution
Discharge License and System for Time-limited Pollutant Treatment and Treatment
of Hazardous Waste by Administrative Bodies. These five systems are quite basic to
control both old and new pollution sources and embody the philosophy of systematic
control. Environment impact assessment is control ahead of time; "Three
Qualifications" is pre-production control. The time-limited treatment is a way to
control old pollution sources. Pollution permit is post-production control. Payment
for pollution is to combine post-production control with concentration standard
control.
In June 2003, the Managing Rules on Levying and Using Pollutant Discharge Fees
was issued by State Environment Protection Administration and put into force on
July 1, 2003. The Provisional Method on Levying Pollution Fees, which was
promulgated by the State Council on February 5, 1982, and the Provisional Method
on Compensated Using Exclusive Fund for Pollution Source Treatment, which was
promulgated by the State Council on July 28, 1988, were abolished at the same time.
According to it, the fee levying ways and scope has been adjusted: the former fee

, charging for pollution discharge that over a certain standard is changed to charge fee

6
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both for within-standard and over-standard pollution discharge. Formerly, fee was
charged on the basis of one single over-standard factor. Now, various pollutants are
converted into an equivalent pollutant and fee shall be charge according to the
converted total pollution. The fee charged is included into government financial
budget and managed as exclusive fund for environment protection. The expenses
incurred by environment administrations are covered by government finance. In this
way, the pollution discharge fee levying become or fair and reasonable.
According to the newly issued Stipulations on Levying and Using Pollution Fees and
the Implementing Method issued by Hubei Province, Xinjin County levies pollution
fees for S02 emission according to the principle of lawfully levying the due amount.
Formerly, based on total coal consumption and its S content and the unit fee of 15
Yuan per ton of coal, the total fee paid for S02 emission can be calculated. Now the
fee is paid according to the actual S02 emission amount tested by local environment
protection administration. The unit fee standard for S02 emission is 0.2 YuanJkg in
2003,0.4 YuanJkg in 2004 and 0.6 YuanJkg in 2005.

In Jiangning district, environmental impact assessment and "Three Qualifications"
policy has to be obeyed when newly building, expanding or rebuilding enterprises
and these two policies have been satisfactorily carried out.

7. Technology Status

1) Technologies presently adopted

Among the production lines of the 18 casting factories in Jiangning District, 10 is
designed by professional institutions, 8 are designed by the factories themselves and
there are 8 factories with backward production processes.

Table 5: Production processes of the casting industry in Jiangning district

Number of
Production processes I

I Outputenterprises Molding Smelting equipment
ton/year

Backward
8 Hand molding

Self-made cold wind cupola
1000

level furnace
Machine

Average
8

molding
Hot wind cupola furnace 5000

level Mechanized
sand treatment

Advanced
2

Mechanization Complete measurement
5000

level and equipment and monitoring

7
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semi -automated system, computerized mix
sand treatment hot wind cupola furnace,

smelt with both cupola
furnace and electrical

furnace

2) Information Sources

Table 6: Technical Information Sources of Jiangning Casting Industry

Number of enterprises
Total number 18
Internet 5
Association 2
Colleges and universities and scientific

5
institutes
Domestic enterprises 2
Foreign 1
Government departments 2
Friends 2
Market 8

According to the table 6, the main information sources of Jiangning casting industry
include technical market, colleges and universities, scientific institutions and
Internet.

According to the table below, the percentage of the staff with junior or senior high
school education to the whole staff employed by local casting industry is 77.2%. The
staff with preliminary technical title accounts for 3.9% of the total staff. The
educational accomplishment of the staff is vital to the adoption of energy efficiency
technologies.

Table 7: Technical Personnel Structure in Jiangning Casting Industry

Total
Junior or

Other
number High Medium Preliminary

senior
of staff professional professional professional

high
Employe title title title

school
d
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Person
1943 5 20 50 1500

368
s
% 0.3 1.0 2.6 77.2 18.9

The pilot enterprise has participated in the first phase of the project and is closely
associated with casting experts from Tsinghua University. In 1999, approved by
Jiangning district Science and Technology Bureau, Technology Development Center
of Tsinghua University and Nanjing Moling casting central factory was established.
Local Science and Technology Bureau annually to support its capacity building and
to purchase equipment have invested 100 thousand Yuan in the center. The center
has been engaged in training casting professional, obtaining relevant industrial
information and promoting the pilot enterprises' technical innovation.

7. Market situations in Jiangning district

The products of Jiangning casting industry are mainly sold in domestic market,
especially in the markets of Jiangsu province, Zhejiang Province, Shanghai
municipality and Anhui province. As the areas mentioned are highly developed areas
in east China, there is a great demand of the casting products and the requirement for
the products' quality is also high.

Table 8: Raw materials' Price Increase in Casting Industry

Unit:
Yuan/ton

Raw Price in September Price in October Increase range
materials 2002 2003 0/0

Coke 600 1400 133
Pig iron 1500 2350 56.7

Waste steel 1100 1800 63~6

The biggest problem the casting industry faced with is that the price of the raw
materials has increased and this caused increased production cost. Compared with
that of October 2002, the coke price has increased by 133%, the pig iron price has
increased by 56.7% and waste steel by 63.6%. However, the contracted price of the
casting products can not be changed according to the market changes, so the casting
industry has to undertake the losses caused by the price increase of the raw materials.
The products manufactured by Jiangning district casting industry are mainly sold to
domestic users and this has restricted the increase of the product price and there is
little margin for price increase.

Take an example of the pilot enterprise, it has to increase 15.9 million Yuan to offset
the effect caused by the raw material price increase, but it can only get 1.5 million
Yuan from the users as the compensation for the raw material price increase.

9
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Table 9: Increased Expenses Caused by Raw Materials' Price Increase

Raw Price increase Annual amount Annual increased
materials (Yuan/ton) consumed (ton) expenses (10,000

Yuan)
Coke 800 4000 320
Pig iron 850 10,000 850
Waste steel 700 6,000 420
Expected total increased expenses 1590

8. Financial Status of Jiangning Casting Industry

The fact that the raw materials price has increased and the price of the casting
industry products remained unchanged has made the profits of the casting industry
dropped or even became negative. This has seriously damaged the enterprises
financial credibility. Banks no longer grant new loans to the enterprise. In applying
for bank loan, the enterprises have to provide land, workshop buildings or equipment
as mortgage. As the four casting factories are all collectively owned enterprises and
welfare enterprises, they do not have land property right and the land can not be used
as mortgage so the enterprises have difficulties in financing.

9. Conclusions and Recommendations

Conclusions:

1) As a city well known for its long history, Nanjing has attached great importance
to cultural relic and environment protection. The pilot's efforts for energy
efficiency, product quality improvement and GHG emission reduction will have
significant demonstrative influence on both casting industry and the development
of other industries.

2) LPIC has been successfully established in Jiangning district of Nanjing city. The
work of LPIC has been integrated into government supermarket by Jiangning
district's medium and small Scale Enterprises Bureau. This has laid sound basis
for the implementation of the action plan.

Suggestions:

1) Make a study tour to Suzhou, Wuxi and Changzhou to learn the experiences of
property right reform in these areas and propose to Jiangning government to refer
to the reform practices in these areas and remove the policy obstacles to property
right reform.;

2) Organize casting factories to apply for the preferential rule of first levying
value-added tax and reimbursing afterwards.

3) Strengthen casting industry information network and try to win government fund
for information service.

10
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4) Develop external casting market and remove the market and financing obstacles
caused by the increased price of raw material.

5) Organize enterprise to make study tour to casting factories in Dalian.
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Annex 9.5.3

Energy Efficiency Voluntary Agreement

BETWEEN

Government of Jiangning District, Nanjing City, Jiangsu Province

(Hereinafter referred to the Government)

AND

Moting Casting Factory, Nanjing, Jiangsu Province

(Hereinafter referred to the Demonstration Enterprise)



I
I
I
I
I
I
I
I
I,
If

II
II
II
I
I
I
I
I
I
I
I

1. Background

1.1 Energy Efficiency Voluntary Agreement is an agreement that is entered

voluntarily by and between a trade organization or individual enterprise and the

government in order to improve energy efficiency and reduce greenhouse gas

emissions. Industry organizations or enterprises commit to meet the target of energy

efficiency or GRG emission reduction, and the government provides preferential

policies and/or other incentives to the industry organizations and the enterprises.

1.2 The Project of "Energy Conservation and Greenhouse Gas (GRG) Emissions

Reduction in Chinese Township and Village Enterprises ("TVEs") - Phase II,

sponsored by the GEF, was implemented by the United Nations Development

Program (UNDP), and executed by the Untied Nations Industrial Development

Organization (UNIDO) and Ministry of Agriculture (MOA) of the People's Republic

of China. The purpose of the Project is to help Chinese township enterprises to

adopt efficient energy conservation technologies and reduce the greenhouse gas

emission from brick industry, cement industry, casting industry, and coke industry in

China. In order to formulate and implement action plans to promote regulatory

reforms and commercialization of energy efficiency technologies and projects among

TVEs, the Energy Conservation Voluntary Agreement is formulated so as to improve

energy efficiency and reduce greenhouse gas emissions.

2. Targets of Energy Conservation
2.1 Through the Voluntary Agreement implement, the Government shall fulfill

the transformation of governmental function and explore a new mechanism aimed to

achieve the same energy conservation goal but without compulsory commands.

Furthermore, the Demonstration Enterprise shall reduce production cost, improve

product quality, protect environment, and thus, establish a better public image for the

enterprise.

2.2 The Demonstration Enterprise establishes voluntarily the following direct

Energy Efficiency targets: based on 2002 (reference year), by 315t December 2005,

the Demonstration Enterprise shall complete the Energy Conservation Project and

achieve the energy conservation target: reduce energy consumption per unit product

(or production value) by 18%; and by 315t December 2008, achieve the energy

conservation target: reduce energy consumption per unit product (or production value)

by20%.

2.3 Because the government adopts stricter environmental standard and more

energy is consumed, the targets shall be adjusted if the following conditions occur.
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3. Measures for Energy Conservation
3.1 In order to fulfill the target of Energy Conservation on time, the

Demonstration Enterprise shall establish a concrete Energy Conservation Plan, which

shall be reviewed and approved by the Government, and implement the plan carefully.

3.2 The Demonstration Enterprise shall enhance the energy management,

establish energy management system and energy efficiency standards, improve the

internal regulations, assign full-time energy manager to be responsible for the energy

management, improve employee's consciousness of energy conservation

4. Preferential Policies

4.1 The Government shall take the Demonstration Enterprise as a key supporting

enterprise. The support includes imbursement on scientific research, technological

innovation, and environmental protection, and implementation of the relative

preferential public policies. Depreciation acceleration can be applied to the

equipment in the Clean Production List. Energy audit and training expense for the

Energy Conservation Project can be included in the management cost. The

proportional limit of cost ofR&D on energy conservation can be increased and

included in the management cost.

4.2 The Government committed to assist the Demonstration Enterprise in solving

some financing problems through the governmental credit system for medium- and

small-scale enterprises and to recommend the Demonstration Enterprise to apply for

recycling fund loan and other commercial loans, which will be used in the energy

conservation project.

4.3. After the Demonstration Enterprise signs the Voluntary Agreement, the

Government shall promise to recommend for the pilot program as well as award the

honorable title to the Demonstration while introducing and extending the experience

of the Demonstration Enterprise in the pilot on media.

5. Monitoring and Assessment
5.1 The Government shall submit an Annual Report on implementation of the

Voluntary Agreement to the PIC in the first quarter of the year and receive the

instruction from the PIC.

5.2 The Demonstration Enterprise agrees to receive assessment of the effect of

the Voluntary Agreement implementation by a Technical Team established by an

. independent third party.
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5.3 In the valid period of the agreement, the Demonstration Enterprise shall

submit an annual Supervision Report to the Government and the Technical Team in

written form in the first quarter every year, and submit the final report in the first

quarter in the next year after the Agreement ends. The report shall include: production

statistics, energy consumption data, status of implementation of Energy Conservation

Plan and Energy Conservation Project, effect of energy conservation, problems and

barriers, plan for the next year, measure adjustment, experiences and lessons, and

suggestion for perfecting the Voluntary Agreement.

5.4 The Technical Team is responsible for evaluation in the implementation of

the agreement, including the evaluation of the Energy Conservation Plan, Annual

Monitoring Reports, and the Final Report submitted by the Demonstration Enterprise.

The Technical Team shall inform the assessment result in writing to the Government

and the Demonstration Enterprise. The assessment report shall cover evaluated

comments on the authenticity of data, the Energy Conservation Plan and projects of

the Demonstration Enterprise, the status to meet the targets, and the suggestion on

Agreement modification.

5.5 If the Evaluation Report indicates that the Demonstration Enterprise failed to

meet the requirement that the Agreement defines, the Demonstration Enterprise shall

adopt measures including identifying problems, seeking new energy conservation

measures, improving the energy conservation efforts in the next year, modifying

energy conservation plan, based on the advice from the Technical Team.

6. Modifications and Termination

The agreement shall be modified or terminated if the following conditions occur:

~ The Laws, Regulations, or policies related to energy or environmental

protection have big changes compared with the year when the agreement is

signed.

~ Implementation of the Agreement has negative impact to the

development or normal operation of the Demonstration.

The agreement shall come into force from the date it is signed and be invalid on

31st Dec, 2008. Any pending matters in the agreement shall be discussed jointly

between parties and an additional agreement shall be entered and being equally valid.

Government of Jiangning County, Moling Casting Factory, Nanjing, Jiangsu

Nanjing City, Jiangsu Province (seal) Province (seal)

4
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Authorized representative

Date:

Authorized representative

Date:

5
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The Technical Process is:

Appendix:

Core making

Other

materials

Moling Casting Factory

2 Brief Introduction of the Enterprise
The major products of the demonstration company are large, medium, and small

complicated thin high-strength casts and aluminum alloy hardware. The dominant

products include large, medium, and small casts for 135 and D114 diesel engine, duct

alloy for architecture, aluminum alloy hardware for vehicle engine.

Energy Conservation Plan

3 Energy Consumption of the Enterprises
Energy Consumption in 2002

Type of Energy
Consumption

Coefficient In tee
C02 Emission

Quantity (t-C02)

Coal (t) 1,798 0.7143 1,284 3,202

Coke (t) 3,740 0.9714 3,633 11,527

Electricity (kWh) 7,120,000 0.383xlO-3 2,727 6,798

Oil Product (t) 256 1.4714 377 746

Total
. 8,021 22,273

Waste Ratio (%) 15

Production Quantity (t) 13,245

Energy Consumption per Unit Product (tce/t) 0.606

4 Targets
The Demonstration Enterprise establishes voluntarily the following direct Energy

. Efficiency targets: based on 2002 (reference year), by 31st December 2005, the

Raw Material
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Demonstration Enterprise shall complete the Energy Conservation Project and achieve

the energy conservation target: reduce energy consumption per unit product (or

production value) by 18%; and by 31st December 2008, achieve the energy

conservation target: reduce energy consumption per unit product (or production value)

by20%.

5 Measures for Energy Conservation
5.1 Energy Management

The Demonstration Enterprise shall enhance the energy management, establish

and perfect energy management system and energy efficiency standards, and improve

the internal regulations.

Measures Effect

1 Establish an Energy Management Department, and assign Estimate mcrease

full-time staff responsible for the energy management of the energy

Company. conservation rate

2 Formulate the energy plan, and compile monthly energy by 1.5%.

consumption table.

3 Adopt energy consumption ration management

4 Establish energy measuring and monitoring system.

5 Provide training on energy conservation to employees in order

to improve their awareness on energy conservation and GHG

emission reduction.

5.2 Common Energy Conservation Measures

Measures Effect

1 Use high efficiency lighting products. Estimate mcrease

2 Reduce the energy consumption of transportation vehicles energy

through rational amll1gement. conservation rate

3 Use recycling office products. by2.5%.

4 Use renewable energy technologies and products.

5 Use energy-saving products, including office equipment.

6 Adopt computer system to Improve the efficiency of

company management and the energy efficiency.

7 Enhance the pre-treatment of raw materials, and select

qualified coke, metal materials, solvents.

8 Prolong the time of consecutive operation of the cupola

9 Use electric motor with speed and frequency modulation

5.3 Energy Conservation and Technical Innovation

7



In order to achieve the target of energy conservation on time, the Demonstration

Enterprise shall adopt the following measures.

Energy Conservation Measures
Expected Energy C02 Emission

Conservation (tce/a) Reduction (t/a)

Energy Management & common measures 160 399
Energy Conservation & Technical innovation 1458 3757

Total 1618 4156
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Measures

1 Build coke storeroom with roof.

Calculated on 300 ton of coke every

time, the area of the storeroom will

bel,OOO m2. In rainy seasons, the

utilization ratio increases by 10%.

Estimated investment is 300,000 RMB

yuan.

2 Build static-pressure automatic

shaping production line with capacity

of 20,000 ton/year.

Total

6 Expected Output

Expected

Energy

Conservation

(tce/a)

182

1276

1458

C02
Emission

Reduction(t/

a)

576

3181

3757

Time

2004/6-20
04/12

8
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Basic Information of the Demonstration Enterprise

Name: Moling Casting Factory

Address: Moling Town, Jiangning District, Nanjing, Jiangsu Zip: 211111

Province

Ownership: Collective Established m:

1987

Contact: Tel: 025-2750950 Fax: 025-2755159

Information on Enterprises Quality

Types Name of Honors Issued by Date

Honors

Certific Type Name Validation date Products

ations Quality IS09002:94 1996 135 machine body,

Control aluminum alloy

System hardware

Certificati IS09001 :2000 2002 All Cast and

on Hardware

Year 2000 2001 2002

P Product type Output Value Outpu Value Outpu Value (10k

r (t) (10k t (t) (lOk t (t) RMB)

0 RMB) RMB)

d Cast iron 5013 2301 5360 2485 12478 5604

u hardware
c 12vmachine 205 175 90 72 767 609
t body

Pipe (set) 18020 306 15978 225 13664 190

Asset value (10k 5917 5196 7929

RMB)

Work force (person) 382 382 478

Area (m2) 76,000 100,000 100,000

Energy Consumption

Year 2000 2001 2002

Energy Quantity Coefficie Quantity Coeffic Quantity Coeffic

Consumption nt ient ient

Coal (t) 802 0.7143 975 0.7143 1798 0.7143

Coke (t) 1525 0.9714 1568 0.9714 3740 0.9714
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Fuel Oil (t) 147 138 256

Coal Gas (m3
)

Natural Gas (m3
)

Electricity (10k 246 0.383 255 0.383 712 0.383

kWh)

Heat (10k kCal)

Steam (t)

Compressed Air 19390 - 20304 - 45276 -
(m3

)
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I.Foreword

l> Project support fundamentals

(2) Project mechanism

}>Toestablish barrier removing mechanism
and enhance capacity of self-sustainable

.. development

Grant - incremental cost - removal of barriers of
... policy, technology. marketing and financing
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I.Foreword

I.Project mechanism

(I) A brief introduction to GEI'/UNDP/TVE

"E~~~aI~~n~~~b;Em:a~Wn~=:~~a~
(GEF)

- GEF- Emissions of greenhouse gas and the climate warming.
biodiversity, international water attaS and ozonospbcn: damage

- UNDP- Development of the third world. antipoverty. women liberation,
c:ncrgy resources and environmental protection.

I.Foreword

-= (3) Mechanism establishment to remove
• the barriers

~ Policy Implementation Committee: PIC and LPIC

}> Production Technology and Product Marketing
Consortium (PTPMC)

}> Revolving Capital Fund ( RCF)

I
I
I
I
I

I.Foreword

- Particularities of Chinese TVEs and the four sub-
sectors

-/ A significant part in China's economical and social development
~ Local and global environmental pollution caused
./ Particularities of the four sub-sectors, i.e. cement,

brick making, coking and metal casting

Institutional Arrangement

.., .<It

I
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I.Foreword

(4) Piloting and Replicating

l> 8 pi lot rYEs and Counties
./ Selection range: within the four sub-sector
./ Selection criteria

The production line of the 1VE should be at average level or over;
and the TVE should be willing and with great potentiality in
adopting energy efficient production technnlngy thereby to
reduce greenhouse gas emissions
The 1VE should be qualified ia business operation with sound
financial credit, business reputation and great market potentials.
With clarified ownership and qualified managing staff.
With significance ofpiloting/dcmonstrating in the local region;
while the local government is enthusiastic in and support the
project implementation in the region.

I.Foreword

> Success indicators of the project

.;' Technical update done and E.E. goals ruched at the 8 pilot TVEs

./ LPlCs established and Work Plan formulated
at the 8 pilot rYEs

./ Pilot counties increased to 20 while pilot
rYEs increased to 100

./ prPMC and RCF developed sustainablly

II. The establishment of PIC

1. Establishment of PIC
PIC is constituted by representatives from MOA,
MOr, SETC, MOST, SErA AND ABC in Ilnrch 2001
PICSecretariat

2. PIC Statute
PIC statute was approved at PIC annual
meeting held in August 2002
Function: As a consul tation servicing and
coordination institution under the project, PIC is
in responsible for providing advices on
decision-making, creating favorable pol icy
environment as well as monitoring and supervising
the project implementation
Mann ement nnd . ~ .T

II. The establishment of PIC

3. Key activities

- Provided advices on the recruitment of international
legal expert, as well as on the establishment ofPTPMC
and RCF at the early stage

- Compiled reports on the development of Chinese TVEs.
review of laws and policies related to the four sub-
sectors and rural environmental protection, etc.
Together with the international legal expert and
PTPMV Secretariat

- Organized a study tour and introduced Voluntary
Agreement 01A) from abroad in August 2002

II. The establishment of PIC

3. Key activities (continued)

- Called PIC annual meeting on August 2002. Issues
Approved: PIC Statute and Proposals on the start-up
of four pilot TVEs/counties

- Selected through competitive bidding the
subcontractor and awarded the subcontract of
establishment and capacity building of LPICs

- Took part in activities regarding the establishment of
PTPMC and RCF by providing consultation on legal
issues thus accelerated the establishment progress

- Currently, preparing PIC annual meeting 2003 and

III. LPIC establishment

I. Importance of LPICs

~ Property. functionally equivalent to PIC at local level,
consisting of corresponding governmental authorities, as a
coordination and consultation institution to cany out decisions
",garding the project implementation

;. Main tasks. In charge of barriers removal in ",levant to
promotion of c.c. and environmental control, to set down action
plan to promotc thc projcct implementation, to develop local
environmental protection policics as wcllas detailed rules to
enforce national laws and programs concerncd

» Expectation: to bc more capable in coordination and decision
making

2
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III. LPIC establishment

• 2. Progress of LPIC establishment

;;. Intercommunicated with local focus points on LPIC
establishment during visit at pilot counties from
October 2001 - July 2002

~ Approved "Principle ideas on LPIC establishment" at
PIC annual meeting on August 9. 2002, achieved
consensus on LPIC's property, tasks and the short
term tasks

"" LPICs in three of the four pilot counties have been
formally established by the end of August 2002

III. LPIC establishment

• 2. Progress of LPIC establishment (continued)

~ Invitation of public bidding to establish LPICs began
in February 2003
- developed TOR
- recommended 5 potential bidders to UNIDO HQs
- Comments and recommendation were made to
UNIDO HQs based on the proposals evaluation
- cleared the subcontractor's detailed work plan
through times of consultation

~ The subcontractor's work plan was reviewed at the
teleconference with UNlDO counterparts in May 2003

I
I
I
I
I
I
I

.:::Progress of LPIC establishment....
3. Main tasks for the next step

Assist the subcontractor to carry out the following tasks
in line with their work plan
Establisb LPtCs at the four pilot COUOhesaod ossist them to develop
their statutes respectively
Deliver tmioings to crtbaoce the capacity building of each LPte aod
their staff members
Conduct sector investigation and assist local government authorities
concerned to develop action plan to promote the sustainabi1ity of
local lVEs

• Draft C.c. VA and facilitate its signature between parties concerned
• Develop schemes of c.c. monitoring and assessing system

--0. Make recommendations to replicate the best pmctices oflbe project
;,=Ii! q in lVEs all over the country

3
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-C;;~I'~;;;;~-~i(g~k\:;;;J----- -- __l'!."3=1= 2000:...---------~~h4~:."~__+-~--
Ste-;i~!JS1r;;_zk9.;-~~---J!~~--~-~~ -- -- -r- 11~ =
~nB {Ia~~~ fecto~d 997 .__ . 7~~1~_:...:.~_.

Jllpan 1- 629 646 .

Cernant (kgC6lt)
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Chino (largo and modiumfoclcry) :!Ol.l .:~~d')3J\llY97) :~",'
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En~l'~)'cl>!,S,ervation in China has made great achivement

" -";, .:~i".", =.
:". ~-~:?''t,,~!,:';:-.~\~

-., .Snerg'y' conservation has achieved remarkable!
eConomic and social benefit, during the 9th Five-
year-Plan: '
""Energy consumption per 10k RMB yuan ohGl;lF';'(1990 I

price) dropped to 2.77 tce in 2000 from 3.,97,'tce:in1995

,~Energy consumption of major energy-in,t,,'~ri,S,iV6pr6ducts 1
decreased "i ",i'; , " f

"" Conserved energy resources val,ued,;1'66':billJOn, R" M!3'~~
yuan, reduced emission of SO;;;ci!8 milliontolJi ä,N' \
CO2 (C) of 180 million tons ,,0:, ;::i". '1',pf '

/:4: ':;E,i:i!: 1
. '. f'.' ,'~i."<!"

~v-o;,., ~~~;r~'~,...;'~!-

1.~;; fJ

" Energy, conservation and resources comprehensive
,utilization technologies have made progress, during the
9th FiZ;~~year-Plan: }
'", As emphases of technological development and improvement, (

support to energy conservation and consumption reduction and l
resources comprehensive utilization technology were)
strengthened in enterprise technological innovation; new product (
development, special project of "2 high, and 1 ..good' ~
technologicai innovation, and special project öf techn'c1ogical,(
innovation using national debt '," '. ',#

-t, The key technologies on resources comp"lti,ersJ~e utilizlitlo~.l
includes: heat-storage-style furnace,' !1ea[~o,.ge~stylei'stove.;.~'
large-scale aluminum electrobath, 130 tlh and'220tlh'):ycljng.,,'i
fluidized bed boil, sulfur acid from phosphorus gy~um with co: . K
production of cement. etc, :.""" ":' '~'i:.,::; ~

~~~~~-y~

~---
L";.F?fE?d(ctionof Energy Development

,'I.,,-~'. ,':

:.....
witiithe rapid economic development and incessant improvement

of people's living standard, energy demand per capita in China will
increase, accordingly. the total amount of energy consumption will
increase rapidly. It is predicted that energy consumptionper capita will
be 2,38 tce in 2040, equaling to the current world average and much
lower than the level or industrialized counlries (even so, the total
energy consumption will mach 3.57 billion tce, mom than the' total
amount of USA, which means that China wiil be the largest country in
energy consumption in the world and that energy consumption in China
will account for 25% of the world energy consumption, compared with
to% for now). Shortage of conventional energy,resourceSper ca~j[",is ':
a banier for the sustainable development ot' Chiria.econcimy'.a~d'
society. ."~'.'_;.

" ,.', ". ,:'~' ..
, ~'}'~.

t
f '...' ~

, ,/\,i ;;'::"Major Problems>;".,~'':"~.-<,~'''r,.:,J:'L~,::..
, "'"Eriergy,~coriservation and resources comprehensive

utilizaUon in China exist the following major problems:
o People do not have enough recognition to the importance and I

stringency of Energy conservation and resources comprehensive ,
utilization

~ Laws and mgulations am not perfect, and incentive,policies for I
promoting enterprises to conserve energy resources lack;.and
preferential policies on resources comprehensive utilization are
difficult to be put into effecl in some amas. . '

o Prices of some energy products distort, onterprises do not have'
enough competition pmssum. themfore, the internal motive of the
enterprises for energy conservation and resources compmhensivei'
utilization lacks. . ',c", ,'.

o TechnolO!jies and equipment are old, the genernlleveLIs' 10";1'5 '
years behindthe industrializedcountries.' : ,C '" ,,-,:'.,

• Most enterprises face financing problems, and..,the support for
energy conservation from the government i,snot adequate." • c'.;" '

--,xis~ing l!'lws, regulations, and standards
\ci:6.rienergy conservation (1)

+ From .:1979 to March 2000, China enacted 127
regulations related to energy conservation, of which 56 )
are still in effect. There are 164 national standards on ~
energy conservation. l

+ "Temporary Regulations on Energy Conservation ~
Management", enacted by the State Council in 1986.,

+ "Outline of Energy Conservation Technology Policies",
formulated in 1984. In 1996, based on "Law of Energy
Conservation of People's Republic of China~, the Outline" ~
was modified and named "Outline of'China Energy,,*
Conservation Technology Policies" . '" ,:,,'. ,~"

" "Law of Energy Conservation", enacted on January 1,~"~
1998. ' " .. 1
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""t;tir;'glaWS' regulations, and standards
.' . '~m energy conservation (2)

~ Relevant' regulations. To assist the implementation of "Law of
Energy Conservation, several relevant regulations have been ~
formulated. such as "Measures for Energy ConselVation ~
Management in Key Energy Consumption Sectors", "Measures for 1
Energy~onservation Product Certification in China", "Measures for ll.
Electnclty Conservation Management", "Rell.ulations on
Development of Cogeneration of Heat and Electricity, 'Regulations
on Compiling and Evaluation of 'Energy~onservation Chapters' in ~
Feasibility Study Report of Capital Assets Investment Projects", and (
"Notions for Further Promoting the Green Lighting,Project In China". )

" Standards on Energy Conservation. China has-formulated mOf'\j. (.
than 600 National Energy Standards as well"as. many industi)! i"~/
energy standards, local energy standards; and enterprise energy ;. .,
standards. Under the administration of the National Energy'-BaSlc'~.
and Management Sta~dardization Te<;l1no1ogy.Con;u\1itt<jp':',only;::
there are aboul gO basiC standards, management stan.dat1ls;'and'
measures standards. ..' . '" ....:.;.<:} ..,;.

~~~~~~~~~

~~~Q;;'~;:niC Policies on Energy Conservation

.. To promote the technological progress, the central
governrneht established special fund for energy
conservation, and provided preferential interest and interest
subsidy i

" Energy conservation projects has been key supporting
National debt projects. Importation tax can be reduced or
exempted, }

" Foreign companies who invest on energy conservation {
project such as clean coal technology can tak.e..p.referentia.1!policy on tax. . ,

.. The government formulated preferential policie~ to support .
and disseminate demonstration projecf ;.' on. energY.')I'
conservation. Importation tax of equipmenl'a'ndlesting.'!-'
instrument can be reduced or exempted,. ". - ';. ...,.

.} Some local government established. fund '0[1. energy' .
conservation to support relative projects' ... ....- '" •. '/.

~~~~~~

. . . . . .
~~~~~~~~~~~

~~
, ,'. ..Fund on Technological Innovation for

"}\Il,~g.iU'l{&Small Science-Technology Enterprises
? ',;,).'~': j' - •

T~~ central government provides 1 billion RMB yuan to ~
establish the Fund on Technological Innovation for!
Medium & Small Science-Technology Enterprises, whichl
focuses on supporting high-tech projecls on. electronic
consultation, biological medicine, new material,
environmental protection, new energy resolJrces; efficient
energy conservation. The fund is provided -in three types: ,I
grant. low-interest loan, and caPitalin~~5tmerii".' ,,-,"\ ~'

",'

t'~~~~!:Clean ProductionPromotion
~', ......-:.., . ~'i,.,-: '. .

. ~.•• 'Oil .!un'1'~9,2002, the Law was approved by the 28th Conference of
.; '.'" '.the Stand)ng Committee of the 9th National People's Congress and
.' . pul In.effectsince January 1,2003.
. + Article 2; Clean Production referred in the Law means: through 1

measures such as applying improved design, using cleaning energy 1(
resources and matenals, applying advanced techniques and
equipment, improving management. and adopting comprehensive .
utilization, to reduce pollution from the source, impro.. ve e.ffi.cie.n.CY.O.fIenergy utilization, reduce or avoid the production and emission of
pOllutant during the production and utilization of products, and
therefore mitigate or eliminate the harm to human. health"and ,
enVironment. . .
Article 3; Within the territory of People's Republic OfCj1in,;, any .unit./ •
engaged in production and service activities ".and related'''',:
~~T~~ir~~ion shail organize and imPlem~n,t:le.~?P!~1'~~~;~r.~~:;t'

... ",.,;;;:, , ..

I
I

I
I

I

I
I
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'I

-::/The 'government encourages and supports the
.' del{elopr;nent of advanced technology on energy
.. conserya.tion. The government require all industries to
:fomn\llate technological standards on energy
,ponse~ation, encourage them to adopt or import I
International advanced energy conservation technologies,
to disseminate new technologies and techniques on
energy conservation, and to limit or eliminate high-
energy-consumption technologies and techniques. !

" Govemment at county level or above should6rganize
relative departments to promote the scientific and .
rational specialized production in accord with energy
conservation requirement based on the.na.li,onal indL!stry .
poliCiesand energy conservation poliCies. .• . :. ';" .,)

" For widely used high-energY-COns.LimptI6ri..p.rOclUC.Is.•., ~~.e.'....'.government setup limitation of maxiinurri'.,'energy.)'
consumption and the standards on energy consumption'
grade, and implement the energy cOnservatiOii"product
certification.'.,':;'~~~~~~~~~ )(

.'Ir-------------------------,
1\~[g';~~ations on Energy Conservation Administration

. To.enhiini:e. the monitoring and technical service of energy
,.• :C!lns~r>{atioiiactivities, the National Energy Conservation Monitoring

'Center. and the National Energy Conservation Test and Technical
'Service Center were established, and at the provincial and ~
municipal level, there are more than 180 local and departmental b
SUChcenters, with a team of about 3,200 staff. Other organizations a
reiated to energy conservation includes China Energy Conservation J
Association, China Energy Research Association, Energy
Conservation Committee of China Science and Technology ,
Association. and their local corresponding associations. The
National Energy Technology and Manageme~t Standardization »
Technology Committee is responSiblefor formulating the standards ~
on energy conservallon, Besides, the former State Economy and}'
Trade CommisSionestablished a energy Conservat'ön 'Informatlon ..
Extension Center and China Energy Conservation Product
Certification Center :

~~~~~._;~.~w~~~ ,-
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Annex9.6.4

Voluntary Agreements in China

Meng zhaoli

Tsinghua University

Aug. Bth,2003

Voluntary Agreements: Content

Energy savings & Greenhouse gas
emissions reduction
Energy efficiency measures for reaching
targets
Evaluation standards & methods
Activity & Supervision

I
I

- ... .
.":",.' .

Whi~,g Benefits Gained by Enterprises?

I
I
I
I
I
I
I
I
I
I
I

Basic Term & Glossary

_.. .... , - ..... . .

.d....... .

1. \lpluntary Agreements: Definition

Agreement between an industrial
enterprise and government that
establishes a mutually agreed upon target
for energy-savings over a long-term period
given specified supporting policies.

Social effect, protect environment, and
reputation improvement.

. Technical advancement, competition
ability, energy-efficiency promotion, cost
reduction, and government supporting
policies.

2. Greenhouse Gas Emissions Reduction

Reduce the greenhouse gas on the
Earth, prevent tremendous menace and
calamity that bring to the Earth and the
human being.

1
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3. Energy Efficiency Emission Factors

Energy Consumption

Year 1998 1999 2000 2001

Production Electricity 373 369 363 -
gcelkwh

Electricity Used 404 399 392 387
gcelkwh

CO2 Emission Factors

Unit kg-clkgce

Souree form Coal Petroleum Natural Gas

DOE/EIA 0.702 0.478 0.389

JNRI 0.756 0.586 0.449

CAE 0.680 0.540 0.410

GEF 0.748 0.583 0.444

ADS 0.726 0.583 0.409

Canadian Project 0.658 0.591 0.452

Emission factors

Energy kwh k9ce kg-c kg-CO, goNO, g-50,
Consumption

1kwh 1 0.400 0.272 0.997 15 30

1kgce 2.5 1 0.680 2.493 32.5 75

1kg Clinker 0.509

1kg Cement (0.739kg Clinker) 0.3762

4. Resource Utilization

Heat recovery: coal gas, steam
Resource reclamation: waste paper, glass,
waste iron and steel
Rubbish utilization: rubbish, slag, coal ash,
shale, straw, waste tyre etc.
Water saving

5. Energy-saving Techniques

Iron & Steel (CDQ,TRT)
Chemical

< Electric power
Cement
Paper making

6. Investment Income Analysis

Investment capital
Net income
Inner yield
Pay back periods

2
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7. Energy Consumption

Energy consumption (tce)

Electricity consumption (kwh)

. Specific Energy Consumption(kgce/kg)

E= tal*p,
;=1

- ... . . .. .... ,," ,. ,.

8. ~n,ergy Conservation Ratio (ECR)

E -Er = ----'0'---_

Eo

., . .. ............ . ........... ' .... . .

9. Energy Efficiency IQ~.ex(EEl)""'.

ta(i)*p,
EEl i-I

tao(i)* p,
i=l

10. Barriers

.. Technology (Technique and equipment
with potential energy-savings)
Economy (Financing, Income evaluation)

o. Policy (Environmental protection, resource
& Rubbish utilization, tax, standard,
ordinance. statute)
Information communion & personnel
training (Intemational cooperation)

Voluntary Agreements Projects in China

1. China Industrial Energy Efficiency
Policies Project

Jinan Iron & Steel Group Corporation
Laiwu Iron & Steel Group Corporation

3



2. WWF: Competion of Voluntary
Emissions Reduction
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. Electricity

.. Cement

Hotel

Transmitting electricity

Beer

Mall
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3. GEF: Energy Conservation and
Greenhouse Gas Emissions Reduction in
Chinese

Hubei Lufeng Group Cement Co Ud.
Sicuan Yongxing Shale Brick Co Ud.
Jiangsu Moling Foundry Co Ud.
Liaoning Lüsang Cast Iron Co Ud.

4
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Annex9.6.S

Process of Signing the Voluntary Agreements
~Case Research in Pilot Plant in Sichuan

TianYishui

(CEEP)
8th Aug, 2003

(""
!

Pilot Plant

i • Time: 27th Jun -1st Jul
I"! • Site: Xinjin County, Cengdu City, Sichuan

I Province
II • Enterprise: Yongxing Shale Brick Co Ltd.
I

I
!

..'

2. Approach

, • Assessment of Energy Efficiency Improvement
Potential;

• Local Government Formulates Supporting Policies;

• Propose Energy-Efficiency Target;

• Drafting TVE-based Energy Efficiency Voluntary
Agreements;

• Local Government and Enterprise Sign the VOluntary
Agreement;

• Developing the monitoring and assessment system.

a. Assessment of Energy Efficiency
Improvement Potential

-I • Scope: Assessment of energy efficiency
I improvement potential of pilot enterprise.
j • Method: The methodology provides an
; assessment of enterprise energy intensity
! compares that intensity to international( or
I national) best practice, and provides detailed

information on technologies and measures to
reduce energy use.

i • Coordinate the preparation of voluntary
agreements on energy efficiency

. i benchmarking between pilot TVE and local
authorities, and facilitate the signing of the
agreements:

• Develop a scheme to establish a monitoring
and assessment system to monitor the
implementation of voluntary agreements.

I
I
I
I
I
I
I

r .
! 1. Objective

(-'Surveyof Energy Consumption for
! Enterprise

• General Situation of Enterprise

: • Products: Solid, hollow & perforated shale bricks

. • Process Steps

_ .• Operation Condition of Main Equipments

: • Description of the Implementation of Energy
Management in the Enterprise

_ • Description of the Enterprise with Energy Usage

1
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Survey Table of Energy Consumption
for Enterprise

V~. :;<1l'II": ~",lJ K{!Z
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Benchmarking

Calculation of energy consumption

Vg, "" " .. "",- ..- ........ ,. .... -. ,_, - ...-- ,.
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''''IOeWt;kj
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. I l_~ .."ölt~ ,." 1." '" '" 1.2: '."

'" '" . ... .. " " 'Ob 'Ob '",

EEl Process

i
I. !

I
I
I
I

: • Energy benchmarking is a process in which the
energy performance of the Pilot Plant is compared
against a benchmark. that represents "standard" or
"optimal" performance.

• Method:
- to compile performance information from existing plants and

to base the benchmar1< value on these data.

- to constl1Jct a hypothetical best-practice plant that combines
the besl-practice energy intensity.

160

150

140

130

120

110

100

90

2000' 200\' 2002'

Energy Efficiency Index
I
I
I
I
I
I
I

EEl =

n

"P .. EI.
~ I I

i=1
n

"P .. EI.B
~ 1 1,

i=1

x 100

I Assessment Method of Enterprise
Energy-Efficiency Improvement Potential,

; • Good energy management in Enterprise

• Improving manufacturing processes

. • Utilities (steam. compressed air, etc.) and
buildings

: • Retrofit or strategic investments

2
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Planned Energy Conservation
Measures

• Products: Solid Brick ->Hollow & ornament
brick.

.• Plan:

: • Investment: RMB 5,000,000
. • Energy intensity: reduced by 25-30%

• Reduced amount of Coal annually:
1600-1920t

• Economy benefit: RMB3,529,OOO annually.

-- ..b.LocaJ' Government Formulates
Supporting Policies

l • Scope: Local govemment will formulate supporting
. policies that can be offered to the participating

enterprises to assist them in achieving their energy
. efficiency targets.
! • Supporting policies can include: reduce or exempt

the enterprise from income tax, local govemment
Subsidies, priority in energy-efficiency projects, local
financial assistance, information dissemination, and
awards and recognition.

c. Propose Energy-Efficiency Target

1 • Based on the enterprise's current conditions
and energy-efficiency improvement potential,
the enterprise will formulate an interim
energy efficiency target which takes into
account the level of existing equipment and
technology and apply pressure on itself to
achieve a higher level of efficiency.

Energy-Efficiency Target

• Time: Jan, 2004 - Dee, 2008
• Target Years: 2006, 2008
• Interim target: In comparison with the goal in

the reference year, the Energy Efficiency
. Index shall be reduced by5% .
: • Final target: In comparison with the reference
: year, the Energy Efficiency Index shall be

reduced by 10% .

d. Drafting TVE-based Energy
Efficiency Voluntary Agreements

• Activity: Drafting TVE-based Energy
Efficiency Voluntary Agreements according
as characteristic of VA, development
conditions of Chinese TVEs, survey reports
of pilot county, and fact of enterprise.

• Local government and enterprise will
negotiate about context of VA.

Energy Efficiency Voluntary Agreement

• Energy Efficiency Voluntary Agreement
is an agreement that is entered
voluntarily by and between a trade
organization or individual enterprise and
the government in order to improve
energy efficiency and reduce
greenhouse gas emissions.

3
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Parties to the Voluntary Agreement

Party A: Xinjin County Local Government,
. Chendu City, Sichuan Province.
i Party B: Yongxing Shale Brick Co Ud in Xinjin

,i County, Chendu City, Sichuan Province.

!
/

e. Local Government and Enterprise
Sign the Voluntary Agreement

i • assessment: Monitoring and Assessment
Team will evaluate the energy-efficiency

,. target reasonable which include if the target
fit into the country's current energy and

::; environment policy and regulations.
i • Scope: Once the target are approved, it

•. 1

. ! become the targets the enterprise promises
to achieve within the Voluntary Agreement.

. i
!

... LDeveloping the monitoring and
assessment system

: • Enterprise initiate to submit the annual
Supervision Report annually.

• Indicator: Set assessment standard (success
I and failure) :
: • Superintendent: Monitoring and

Assessment Team.

Monitoring Context

: • Annual Survey of Energy Consumption for
the enterprise;

.'

, • Energy management measures of the
enterprise;

. • annual Energy Efficiency Index (EEl);
: • And so on.

4
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" Establishment and Capacity Building of Local" "
Policy Implementatiou Committees"

Work Plan

TEDC
EETDC
2003.8.9-~.~"~-"."-"-~_.,,~.~- ""'"'._.._-~~~--='"..:.::..,,~.-:-~'

1'"u.'w4Iij.it\,jl\;'.iirl:";",,,..i~t.
W ...'I.;p:1(:lllCr<'Kf"

Main project tasks (1)
({"To establish LPl(s

., Software
• Business Principles and Functions -+

Statute
- Organization
'r Staffing

Q Hardware .,
-Office as well as necessary office facilities

Tn....,\'I!j~ it \'i\~<l EJ::'~Vll_
l>..wl.~'I("mC.m1"l'

" "'~~:~h __ """"" .."., _ ..•_.: _.~_. __ -"-""',,,."'..-- ,..:.:....,,,_"_~""_r"',:~
i,~~~ti~~!~i~l~~~

~><~~.~- •

,',p :;/"~.,,

Main project tasks (2)
" "

tf' BUild~up of self~s~$tainable development""
capability of LPICs ,
oTraining
oTechnical assistance to TVEs at the

pilot counties
" ""

llAction Plan

.. ()Voluntary Agreement

r-"'/"""
If

Objective of the Work Plan

ri""'~&"""\l1.# Er:!='j-O"'....
nl':."C:k'J'1n<r.!GcnS- .

. . . .
To fulfill tasks listed i~ the subcontractor's
briefing "report in accordance with th~ "
subcontract"and provide a guideline" for the

"subcontractoras well as the four LPICS'in "
implementing the"pr~ject.I

I

I

I

II

I
I
I
I

"Implementation Schedule

olt is scheduled for 8 months
from July2003 to February
2004"

~.'
.-':::"~

Main project "activities (1)
.. To establish LPICsal the four pilot counties and (mist

the local governments to develop the LPIC stalute

';- To prQilide"training selvices therebyenhancing"the
(apacity building of LPlü

,. To conduct industrial investigation and assist local
governments tode\/elop an actien plan tti promote
the sustainable development of TVEs.

I THW::'i,hij ••t \'illll;:t' 1i-.J".npri~
\J("'.{'kp:"I"~1'll\\'''~

T"\~~~'q;.lt \'itltQ..":llU-r;-.Il"t'l
l),~.:il.~IIl,'ll.:"\"<\1<!I"

I
I 1
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Main project activities (2)
;..To develop an energy efficiency

voluntary agreement and facilitate ..
parties concerned to sign the document

'" To make proposals for national
replication of barrier removal activities

Key Definitions (3)
ri ,. Subcontractor" : TEDC in collaboration with

. EETDC

(/" "TOR" : Terms of Reference for the subcontract
entitled "Establishment and Capacity Building of
Local Policy Implementation Committees".

;;- "PTPMC" : production Technology'and Product
Marketing Consortium, now Hongyuan Compariy

if" "TVE~.: Pilot township and village Enterprises at
the four pilot count.ies .

..".~~_._~.:-.i:_ ,.~_.,_ ...;..""-~.~_, __:...~-,-_~~_<_:> .._
Tl'~ ..\.q''i.' Ii. \'i!\;Qll [r...'IJn_

". ' J:>o:",.cl.~liC'm(.:w.:r

KeVDefihitions (4)

.The four pilot counties/districts
a!:1dsub~sec,tors ." . .

r: Brick making: Xinjin County,ChengdU.Sithuan

,>'I" Cement: . Tieshan District, Huangshi, Hubei.

.. IT Metal casting: Jiangning i)istrict. Nar\)ir\g. JiangsLi

Lushunkou District, Dalian, Liaoning

~-f~~:-

';"/
~~'-~'"

~~ .., ;9 ::,;~~ .•v •• "

Key Definitions (1)'
. .. . . . .

'" . .
.. f/" "PIC': Policy Implementation Commi:ttee.

'. established by MOA on 27 February, 2001
er "LP\c": Local.Policy lniplenientatio!1 ....

.Committee: established by _ County
Government On'

PMO: Proj~ct Management Office of the project
. entitled "Energy Conservation arid Green

House Gas Emissions Reduction in' Chinese
TVEs"-. Phase \I '.

I

I
I

I
I fi'!l\M1\:;;&V\l1.>g.::i'.\'!!:"'l"j'l.l.<:<

llc-.'Cl::i"Do::nIGc::i:! .

I
I Key:Definitions (2) ..... 'Work Plan'

. .
- Y¥~- , ••• " ~"" _,,~~_¥'~_~..,..,...._"",.

The work plan is designed i[1 three steps in line
. with the subcontract TOR

:r 1st step: To gather information/technical data
and modify the,project implementation plan

;. 2nd step: To deliver trainings and investigate
at the pilot counties/districts'

;...3rd step: To facilitate the signing of the VA and
deliver the'second training.

l~_
T'l~q~':~'A \'il\a;.l' !::-':;'~l<n

l),!'.,~l~I":I"C....1\."!\ ••
Tli"'::~;=j'::'\,jjk;f' L::~..'l.~

rJI~.r\;."""'I'.:U\\'t'n,":f

. .

::T "Subcontract":
. The subcontract namely "Establishment

and Capacity Building oflocal Policy
Implementation Committees"

.under the project

. C""CTA":The c:hiefTechr1icalAdviseröfthe •
project.

'".

I
I

I

I
I 2
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1st Step
r Date:.July 1 - 31,20030bjectives
:.- Gather and proce,s information/technical

data
" Modify the project irn"lernentation plan
, Develop the framework of LPIC Statute. the action

pl(111 and the VA ' ' ,
~ Gather and compile training,matf,'rial5 and make' ,

preparation for the fint training coürse
'; , Inveltigate training needs and conduct inves'tigation

at Xinjin,Collnty., Chengdu, Sichuan "
;., Submit' the fir,t progreIS report' "

.........,..-~._-, _ ..-,.~_.~"<I"---
T'III,';~'<1;;1'i \'in;'~H' El'l~'l.~ll'i",~ ..

AIIJ;!L"l.:;'.\J 1J.:.";:"l'\XlCI'I"'-l"~ I~

,f~.~;"4

j./

2nd Step,

(f Date: tAugust:- November 10, 2903
, rr Objectives

j>' Preparation of training materials'
., Delivery of training cbur~es

;.. Conduct of follow-up investigation at Xinjin
County andmodify the report accordingly,
lrivestigate'at th~ other three pilot counties/districts

;- Submit the second progress report
, ,

........_ .."'--........""""''''''''''-......~-~- ....=.
1\~~$,Vi.ll.~J.'.m~J"~

1'k:-'t:"i..;1k.~IG~ .1~

~ if;:'_P
jJ

3rd Step
o Date: 11November 2003-February 2004
oObjectives
,.Facilitate the VA signing

" ;.. Prepareand deliver the second training
,;. Draft and submit the final report (draft)
;. Modify and submit the final report

'j,"":;~'lij',':. '.'jjb.:;~'I"''lO.~!.lfi'!ll,":>
."'.lll,:'-'"'i:if:\:C;; \;l¥.l'\;.~f...l;'(\r..,:...... .1;:
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Key definitions (1)

11-::~"'"., .,(:/'

.><.;--~ ;::.~,.",'\-.,,~

'''~-''~"''.'') ~~

t,{: ':PIC': Policy Implementation Committee.
established by MOA on 27 February, 2001

:r "LPIC"; Local Policy Implementation COmmittee.
established by _ County Government on __

,r "PTPMC" ; Production. Technolo~y and
" Product Marketing Consortium whIch has

cürrently been registered as Hongyuan Energy
and Environmental Protection Company Ltd.
Beijing, china" "

6'"' ."TVE" Township and Village Enterprises at the
. fQu£'p'i1otg:>.U)}tigs_...~~--~_.-_. __."""""~._ ...

Tn\l..'I'Cj'q'l:";l,(O:p,i ..:.. I\. ...'l:hj'll'lo:11.!
("dW

""n•• 9.6.7

TEDC
EETDC

2003.8,9

---,,-'='-' -----~~~~. "~: .....-.'-'~-"'---'~-""'::;""''''~~'''''~:'''"''''~~''''
l"WI''l!.il'r:I*'''tl';'''-'':'\.''~='J''I\<':I.\1 .

Cr.'WI'" ,

II
II

II

II

II

Project background(1)

PMO: ProJect Management Office of the project
entitled "Energy Conservation: and Green
House Gas Emissions Reduction in Chinese
IYEs" .. Phasell

.T..._no.h:j'li_~l"'.h.'!J"fII.r.. ... rA"'.~\.l;:Isl>l"\
:\i1i:usl.:r ....':- ::t'Ol::"

Key def!nitions (2) ","

R C F:RevolviI~g Capital'Funds

Subcontractor: TEDC in collaboration with
EETD<:

~~;:~,.'"

..... ~";: "~ ;;.

I:J "Establishm(~nt and Capacity Building of Local
Policy .Implementntion Committees" is a subcoutract
under the Ilroject enlitled "Energy Conservation
and Green Hoüse Gas Emissions Redll(;tjOß in

:Chine.se TVEs~ - P.hase Jl
,. Short term objectivcs .

To ässist the pilot county f1;ü\'ernmenls to establish
LPICs and build up their capability in sustainable
develollllient by' providing technical support .and
trainings; e.g. development of Action Plan and

. establishment of Voluntary Agreement mcchllnism.'

II
II
I
I
I

Objectives of LPICs

~'''~';'''"",
d' '::;'''.::-':--~

. Project Background (2)

I
I
I
I
I

;....Ultimate Ohjective.s
. B;I' adopting the VA mechanism, to assist TVEs "in

suh-sectors' of hrick making, cement, metal casting"
ami coking io" remove key marl.el, ""policy,'
technologicai, und linancial" barriers to the"
prodnctioll, illarketing and uiilizalion of eilerg}'

"efficient" technologies and produt;ts in these
iJidlistries ami to improve ihe energ)' efficiency and
rcducegre('11 house gas emissions thereby promoting
the sustainable economic "de\'elopment and

d!!:IPr:ovingl!!e_J:nyirOlUl"I~J"ILl!"I!.~'yprtht;.£91!.l!!h~_" __ ,"

;r To develop such policy environment which
IS propitious to the improving of energy
efficiency aridenvirorimental protection all
over the'county. "

"!T" .To assist county governments to better
implementing laws, regulations and policies
in relevant" to energy efficiency and
environmental protection.

T')\\'ll~'~"t:r.;l:;TJl'i~.. I.\.">'l:~'ft'.~
,'\lll;\I'G.~'l(U cC"\1.;!I.'

I
I 1
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~~,~,.;;:~'~-::.'.
J. "-.' ••" _-7'::;;~'..' .

Responsibilities of LPICs (1)

Cl Project implementation and consultation.
services

l:I Deliberation .with TVEs and supervise 'on the
signingarid implementation of VA

Cl Assist .county government to. better'
implemenlatlori of laws. regulations and policies.
in relevant. to energy . efficiency and
environment.al protection.

l:I Assist' PIC, Hongyuan (formel'lyPTPMC) and
.~CF"':to.,e\laluate 'projec{~propo5als..submiU.ed.l:lY~~.

. .~Ul,:l~US ." T:i~"'<I;il.r:./IW:f1'ior.::l.I.''''''~'''I''''''''1l!,' .'

Ir> .'--~~~~'>~'<"".,,, ff~~~""
Respönsibilities of LPICs' (2) ,

. I1i RW~ningco~secutively an incentive mechanism
to promote VA implementation .

£I Replicating'. the best practices in .relevant to
energy effiCiency.andgreenhousegas'emiSsions"
reduction inTVEs allover the county

.. EI Making suggestionson the replii:ationof the
bestpractieesgained from the pilot project '

Section One General provision

uClause l:Characters .of LPIC
T Clause 2: Objectives of LPIC

. "l'1ll,;"l\..s,~'riJll.l:\'PIi.~l\e>.1,;}!'l'll'.<l'.l!
"IiI.~l~i.~"(l1 . , C"ll,,:!'

~/":~:~;// "--'~~~,-\~," ~.:.~~- .., , ...
~~I" Secfi(3h~"fw0::1PIC "';""""

.Organization

{/' Clause 3: LPIC membership:
&- Clause 4: Term of each LPICmember

. {r Clause 5:rv\eetin& schedule .
iT Clause 6: Terrri~ authority and duty of .i'
.. 1£~' ;1{£-.1!tJ, Rh JiJ' 5(.~-

iT Clause 7: Secretariat of LPIC

I
I

., r,'"IIt~f.n!"'Ij>\la.Ctr;r.di.~"'.::Il.
. Ccnt:."/, .'

T,""'nl.h:;,i::ntt.'l'!"'1J.o."[I{ ... ~\.r,:lfI~lt
,'-:C:\t:I ..

I
I
Il

II
~I
'I

Framework of LPIC Statute

LPIC statute consists of 6 sections:
<TGeneral provision
er Organization
rf Responsibilities

'. iT Management and work procedures, ..
<T Relatiohship between LPIC. PIC and
<Tsupplementary articles

T"\I'r"l1:j.. l;;~,~~!i~ !.'If'o-w.;j''\~1\1
l'~"':~'t.

/.. ::::;.:..,,"/ ,,- ..~ ~~,-;.-'\" /JC-.~-~~".' ~
;v Section Tnree'Authbrity'-and ~.';'-~:~

responsibility

~'"Clause 8:Authority and responsibility of
,.. LPiC

T"u-'~':\i'I.:r.:,n;lli~J"- ...'I.:J.1j'l.\lt~1
A~'u.!. ~\[l.l C("l~.'!\' '

2
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~.~~. «~~--:..,.

,-;> ;;;.

Conclusion

.••••.••. ..:..:".,~~._~""' ..... ~~~~~...-y.~~-

1;!l,:;1t4I'~'T:n;""'qI,i'\':'t.I"~"''l.:'''l'C''''~!
,\il.\!'l'li,;)Cl.) •. . f.:!Nr

;r This is only a draft statute. comments
from the potential LPIC members of the
four pilöt counties are welcome.

~.f" 'n;'.'~'"
':"
"

, .
V"C1ause 11-15

Relationship between [PIC, PICandTVEs .... .

T,;"'r.~;r t:.m.C':~~{!~1.1"",,~.Jjll,~~\1
.">;,~,r'4.,.....~'.t \.~,:...-:-

.-~ '<\-~~> ,~-.;;-;;;..;..,,.~'~""
Sectic>nfive:RelcfHonsh ip

between LPIC, PIC and TVEs

Effectiveness and interpretation'

... f" Clause 9 - 10
LPIC routine management and

work procedure

.Section ~ix Supplementary articles,

.. 1".Clause15 -~16

~ "..,~~ -'~ {"~ ~"':", ~"- "

/~"Section Foür'~Managemenf'an;d=':"
work procedure

/./,,::.,.,.u
tV

;~~:~.~","';"_"",,,,o...,.,..... ... ,... ~--, ......-.__ ;,;=" __ ....~...,,~,,,,_ .....~...,...,.;...r.,:.
~ f;)'\lo nshr,'l En!,-1'J~""" Dn;':\;-;:U"'~1'H .

!\n;!l,."\l:lOtJ~ . c~ ..,..
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A.nnex 9.6.1!

'U~DP/GEF "Energy ConservatIon and 'Greenhouse Gas '
Emissions Reduction in Chinese TVEs-, Phase Un ,

'. - .~,-,~ .._.,--_ ....•~--,_.._-,_ ... '~"-~..,_~..~_~u.....~~_,~.._.~~~.~~_..~,,~.
The Establishment and capacity,

building of ~PICs
Action Plan

Beijing
August2003

, 1

__iiAction Plane'

Suolmary
t. Introduction
II. Illustration of the Action Plan

Compiling
II. Framework

,2

i;LJntrodUCti~~,
• I.Definitions
.2.0bjectives
• 3.Contents
• 4.Importance
• s.Working steps
• 6.Survey scopes

,-iLI.Jntroducti?.?_ U Definati'on-l

Definitions
Act ion:

The state orprocoss of acting or
doing fOT,a ~ertain objective

Plan:
A scheme, 'program, or method worked
out beforehand for the
accomplishment of an objective

i}. Introduction L1 Definitlon-2

-Role of Action Plan in the project
implementation:
Guidinliprinciples, programming and
activities developed by I,PIC to remove
policy barriers to promote energy
effiCient technology in TVEs.

Objectives:
To promote tbc rcmoval of'policy barricrs to

energy efficient tecbnology in TVEs by various
means; e.g. issuing governmental regulations and
decrees in accordance with laws, acts and codes
related. yoluntary.actions taken by TVEs, as well ,
as othcrcconomical.measllr~s.

1



• OrgariizatiOll of TVEs and key issues related to
their development '

• TVE:s ownership reform
• Current status of the sector
• Current effective policies and regulations related

to E.E. and environmental protection and their
enforcement

• Deliberate framework of B.E. technical innovation
and VA

I
I
II
II
II
II
II
II
II

• Inv;,rigare and identify paUtYbaiTi"",to ""eIlIi' effici.nr' ,
technology in TVßs ,restricting policy ~forcement, t~no~og)'
npdate, financing and product marketmg: " "

.Develop lbe .t'ctor's.bortterrn and mId-loug term goal> in...
energy elIIdency and GHG emlsslousreduclion.

• 'Develop. measures to remove barriers identified

10

• LPIC membe,r colloquium
• Xinjin brick making TVEs' colloquium
• Visit and deliberate framework of E.E.

technical innovation and VA with
entrepreneurs of the pilot T\7E

I
I
I
I
I

"ilL Introducti~n :1,', ;,.L~_ i.

Introduction
1.6 Case stud~' at Xinjin County,Sichua!' ...

11

I
I
I
I
I
I
I

-=l:- 1. Introduction 1,5 Working stellS. .. ",.

II. Illustration oCtlte Action Plan
Compiling

• l.Glliding principles
• 2.Essential consideration
• 3.Framework

12
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II. Illustration oftbeAction Plan
, Compiling
"2.1 Guiding principles '

To steer and regulate thc market
through, governmental policy de,,:,c1oping
and implementing thereby promoting the
adoption of, E.E. technology shmlting to ,

, market-oriented manner; To dcvclop ,such
a market-oriented mechanism that
promoting "fVEs to be self awakened to
'adopt R.E. and GllG emissions redüction
technologies.

-i-'HI. Framewor!<: ~f ActioriP~an

I. Background
2. Objcctives
3. implementation scheme
4. Action Plan monitoring

16

II

"

'Background
• Scope, requirement lind objecth'e of the project
• Current status of tbeloeal sector
• Current effective laws and regulations In
relevant to polley, marketing, technology and financing
• Me~hanlsnl related to policylmplementatioo
.Barrlers to policy, technology, financing and product
marketing .

" HI. Framework of Action Plan
L J ,Background

..~.' ... " •.•. ".rl"'".,,~ •••~-'---'-.-.-- "

~ To be driven by the'goyernm~nt'
• To take TVE~ as, the "subject of

innovati()n , ",' ",
., To he ,steered hy market forces ,
• Toremove policy barriers continually

II. IIIustrationof the Action rlan Compiling
~.~ essential consideration

II
I
I
I
I
I
I
I
I
I

-l~.lllus~ation oftbc Action Plan Compiling
l!~ Fram~work ' " " ',. p, __ ....... .. ......._,.

• Background
• Objectives
• Implementation scbcme
• Action Plan monitoring

,HI. Framework of Action Plan
. . 2..0bjlOCtlVCS

Objectives
~Sb.ort tcrm developmeilt objectivcs
(2003-2005)

.• l\tid~longterm development objectives
(2006-2008)

I
15 18

I
I

3



..III.' Framework of Action Plan

I
I
I
I

II
II
II
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II
II
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. To team up and cstä.bJishnetwork
- to team up or make use of the current availahle ~xp~rt
learn
-to estahlish loeallndustrial energ)' efficiency network.

19

.III. }~ramework of Action Plan
.'3.2 Implementation of the plan ..

• Promoting TVEs' energy efficiency

- VA signed by TVEs
. - Adoption of 18014000 to be widely promoted
,Modern ent~rp~lsc s)'stem.to be established

20

,III. Framework of Action Plan
. 3.2lmplemcntatlon of the plan

.- Governmental driv.ing force:

.. :Flnantls,1 polity beuefidal 10 KE.. and {;UG cmi~5ion~
reduction ... .

~ Administration policy. beneficial 10 promoiin~ £OE. and
GnG tfllissiollS rt'tlu('tion

.. Economical policy inc~Dth:e (0 :1::.1.... and GHG -emissions
reduCtion . ,

- Preferential tre.lment policy beneficial to E.E. and GHG
. emissions reduction

_ Enhancing promotion
• Establishing a reward-punishment

mechanism

i III.Framework of Action Plan
,i4. Monitoring

• Develop assessing methods '
• Establish reporting system of energy

consumption. (monthly report)

2J
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Annex 9.7.1

LPIC Evaluation Document One

Working Procedure of LPIC Evaluation

1. PIC is responsible for evaluation of LPICs.
2. LPIC submits to the PIC Secretariat (the Secretariat in short) LPIC Annual Work

Report (Work Report in short) before January 31 every year. Document Two gives the
form of the Work Report.

3. The Secretariat presents the Work Report to PIC members within seven days after it is
received.

4. PIC members review and evaluate the Work Report against the LPIC Evaluation Form,
which should be handed over to the Secretariat before March 30.

5. The Secretariat will sum up the completed evaluation forms and submit to PMO a
summary of the evaluation.

6. PMO examines the Work Report and the evaluation summary and if necessary, makes
field survey of individual LPIC. An annual evaluation after the examination will be
circulated.

7. It is proposed that at the project end, a national organization administrating TVEs
appoint an agency to take over the Secretariat's responsibility of LPIC evaluation. A
panel of experts is proposed to examine the evaluation.

LPIC Evaluation Document Two

LPIC Annual Work Report
1. General information
1.1 Contact information
LPICName
Office
Address
Contact I Tel I
1.2 Staff( information of replacing staff including work unit, position, education and working
experience)
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LPIC Annual Work Report

1.3 Work Report
Major activities Results Review of Action Plan

Implementation
1.3.1 Coordination for and'
formulation of policy

LPIC Annual Work Report
Major activities Results Review of Action Plan

Implementation
1.3.3 TVE performance in VA
implementation

1.3.4 Replication of VA

LPIC Annual Work Report

Major activities Results Review of Action Plan
Implementation

1.3.5 Others

2
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LPIC Annual Work Report

1.4 Work Plan for next year
Major activities planned Expected Results Review of Action Plan

Implementation

LPIC Evaluation Document Three

Rules of LPIC Annual Evaluation
I. Organization and staff
No. Evaluation Item Evaluation Proposal
1 Office address fixed and furnished

with modem office equipment
2 Established with official document
3 Profile of LPIC staff available, whose

special knowledge and position are in
conformity with job requirements

4 Full-time staff in conformity with job
requirements in terms of staff number,
special knowledge and capacity

5 Operation in strict compliance with
LPIC statute

II. Annual Work
No. Evaluation Item Evaluation Proposal
6 Active coordination for and formulation of environment

policy, favorable policy for pilot TVEs in particular
7 Active development of policies aimed at promoting

industrial energy conservation and emissions reduction
at the local level

8 Training and survey activities aimed at improving the
environment awareness of local officer's and TVE
executive's at the local level

9 Clear evaluation of TVE performance in implementing
VA and technical upgrading, and assessment of TVE
energy efficiency potentil

10 Replication of VA mechanism in non-pilot TVEs and

3
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industries (VA signed every year by and between TVEs
and the local government)

11 Effective implementation and timely modifications and
adjustment of Action Plan aimed at better energy
efficiency and emissions reduction
Annual work plan developed and fulfilled based on

12 Action Plan

III. Target
No Evaluation Item Evaluation Proposal
13 EEl fulfilled as set in immediate objectives
14 EEl reduction for 2005 fulfilled as immediate objective
15 EEl reduction for 2008 fulfilled as medium and long

term objectives
Notes: 1. Evaluation should be done by "A" for good; "B" for OK; "c" for not OK

2. Excellent for less than 3 "B" and no " C"; OK for less than 5 "B" and less
than 3 "c " ;not OK otherwise

4
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Annex 9.7.2

Energy Efficiency Voluntary Agreement of Township and Village Enterprises

Monitoring and Assessment System

Project of Energy Conservation and Greenhouse Gas Emissions Reduction in

Chinese Township and Village Enterprises - Phase II aimed at reducing greenhouse

gas emissions in China from the TVE sector by increasing the utilization of energy

efficient technologies and products in the brick, cement, metal casting, and coking

sub-sectors. The Monitoring and Assessment System is formulated to promote the

development of Energy Efficiency Voluntary Agreement of Township and Village

Enterprises, to monitor the implementation of the Voluntary Agreement, and to assess

the effect of the Voluntary Agreement.

1. Obligations

The Project established the framework to remove barriers, including National

Policy Implementation Committee (PIC), Local Policy Implementation Committees

(LPIC), and Product Technology and Product Marketing Consortium (PTPMC). These

organizations have relevant obligations in the Monitoring and Assessment System of

the Energy Efficiency Voluntary Agreement.

1.1. National Policy Implementation Committee (PIC)

Provide guidance for implementation of energy efficiency voluntary agreement

and assess the overall status of implementation;

Assess the application ofloan for energy conservation recommended by LPIC;

Recommend loan proposals to the PTPMC;

Give encouragement or awards to organizations and individuals who make

notable achievement for the Project;

Sum up the experiences regarding the Voluntary Agreement, and

Disseminate the concept of Voluntary Agreement and promote the development

of Voluntary Agreement projects nationwide.
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1.2. Local Policy Implementation Committees (LPIC)

Under the guidance and coordination of PIC, sign Energy Efficiency Voluntary

Agreement with Demonstration Enterprises on behalf of the local government.

Provide policy support for successful implementation of the Voluntary Agreement

and keep the target of the Voluntary Agreement consistent with the National target.

1.3. Technical Team(TT)

The Technical Team consists of Voluntary Agreement experts, Energy Efficiency

experts, technical experts (brick, cement, metal casting, and coking), economic

experts, and legal experts. The Technical Team is responsible for the monitoring and

evaluation of the Energy Efficiency Voluntary Agreement.

The Technical Team is responsible for evaluating the Energy Conservation Plan

of the Demonstration Enterprises, including whether or not the target of energy

conservation is ambitious and the feasibility of the Plan. It also assesses the Annual

Monitoring Report, Interim Report, and the Final Report: checks the authenticity of

the data submitted by Demonstration Enterprises, assesses the completion of the

energy conservation target, and the suggestion on Agreement modification. The

Assessment results shall be informed to the PIC, the LPIC, and the Demonstration

Enterprises in written forms.

1.4. Demonstration Enterprises

In order to achieve the energy conservation target on time, the Demonstration

Enterprises shall formulate detailed energy conservation plan. After the assessd by the

Technical Team and approved by the LPIC, the Plan shall be seriously implemented

by the Demonstration Enterprises. During the implementation of the Voluntary

Agreement, the Demonstration Enterprises shall submit Annual Monitoring Report to

the PIC, the LPIC, and the Technical Team.

2. Monitoring and Assessment

2.1. Measures for Monitoring

During the implementation of the Voluntary Agreement, the Demonstration

Enterprises shall submit Annual Monitoring Report in written form to the PIC, the

LPIC, and the Technical Team in the first quarter of the year.

2
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2.2. Content of Monitoring

Annual Monitoring Report is used to indicate the information regarding energy

efficiency in both qualitative and quantitative forms. The major contents are:

(1) Status of Energy Consumption;

(2) Status of Implementation of Energy Conservation Plan: energy management

measures and their effects, implementation of the energy conservation measures.

(3) Other projects or measures to improve energy efficiency

(4) Achievement, existing barriers, energy conservation plan for the next year,

and measures or projects that were or will be modified.

(5) Achieved experiences and suggestion for perfecting the energy efficiency

voluntary agreement.

For the template of the Annual Report of Demonstration Enterprise for the

Energy Efficiency Voluntary Agreement, see Appendix 1.

2.3. Assessment System

The Technical Team assesses the implementation of the Voluntary Agreement

based on the Annual Report, and produces the Assessment Report. See Table 1 for the

Assessment System of the Energy Efficiency Voluntary Agreement. Scoring formula

IS:
4

P= LPi XXi
i=1

where:

P = Total Score

Pi = Score of Item i

4

Xi = Weight of Item i, LXi = 1;
i=1

If the total score is more than 4, the conclusion is excellent. It means that the

enterprise meets all the targets that the Voluntary Agreement defines, and achieves

good results in all aspects. If the total score is between 2 and 4, the conclusion is pass.

It means that the enterprise has basically done the obligations that the Voluntary

Agreement defines, but has some shortcomings in some aspects. If the total score is

less than 2, the conclusion is fail. It means that the enterprise fails to meet the targets

of energy conservation that the Voluntary Agreement defines, and shall adopt

3



corresponding remedy measures.

Table 1 Assessment System of Energy Efficiency Voluntary Agreement

Content
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I
1/
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Criteria

(1) Effect

of energy

conservation

(2)

Application of

Energy

Conservation

Measures

(3) Energy

Management

Weight

(Xi)

0.35

0.35

0.20

Method

(Pi)

Quantity of energy Experts from

conservation, energy conservation the Technical

ratio, energy consumption per unit Team give the

(or value), indirect energy score:

conservation quantity, quantity of Excellent: 5

CO2 emission reduction, economic Good: 4

benefit. Normal: 3

Application of new Pass: 2

technologies and new technical Fail: 1

process, implementation status and

effect, comparison between energy

consumption of major products

and domestic and international

advanced level, architecture energy

savmg, waste recycling,

co-generation, use of renewable

energy resources.

Regulations on energy

management, energy conservation

responsibility system and

organization system, quantitative

management of energy

conservation, examination of

energy consumption,

encouragement mechanism,

training on energy conservation
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(4) 0.10 Information exchange,

Information extension of Voluntary Agreement

extension

3. Economic Assessment of Energy Conservation Technology

3.1. Investment

Investment for the Energy Conservation Project includes capital assets

investment and new floating capital.

3.2. NPV

NPV can be used to measure the economic effect.

3.3. IRR

If IRR is bigger than the expected lowest return rate of the industry, the project is

considered feasible. When comparing different alternative projects, the project with

the biggest IRR is the best.

3.4. Investment Payback Period

The Investment Payback Period indicates the time that accumulative income

equals to the accumulative expenditure.
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Appendix 1: Annual Report of Demonstration Enterprise for the Energy

Efficiency Voluntary Agreement (template)

1.Enterprise Information

Name:

Address: Zip:

Contact: Telephone:

Starting and End Date of Monitoring:

Brief Introduction: (mainly on status of management and R&D and the

difference from the previous year)

Production Statistics: (mainly on product types, production quantity, and

production values)

2. Energy Consumption

Standard CO2

Type of Energy
Consumption

coal
Consumption

Emission
quantity

coefficient
Quantity (tee)

(t)

Coal (t)

Electricity(kWh)

Diesel (t)

Gasoline (t)

Coke (t)

Coal Gas (t)

Natural Gas

(m3)

Thermal Power

(kcal)

Total

Production

Unit product Energy Consumption

Note: The content can be adjusted based on the conditions of the enterprise.

6
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4. Factors that influence the energy conservation activities

3. Implementation of Energy Conservation Plan

5. Energy Conservation Plan and Measure Adjustment for Next year

DetailsFactor

6. Feedback Information (mostly the information on Voluntary Agreement

that the enterprise want to submit to the PIC and local government)

Energy Conservation Starting Expected Amount of Energy

Plan and Measure Date Conservation

Adjustment

Measures Completion Status

Date
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Appendix 2: Factors, Method, and Calculation

2.1 Conversion Coefficient

Table 1Conversion Coefficient of Energy

Type of Average LTV Coefficient

Energy

Natural gas 9310(kcal/m3
) 1.3300(kgce/m3

)

LPG l2000(kcal/m3
) 1.7143(kgce/m3

)

Gasoline 10300(kcal/kg) 1.4714(kgce/kg)

Kerosene 10300(kcal/kg) 1.4714(kgce/kg)

Diesel 10200(kcal/kg) 1.4571 (kgce/kg)

Coal 5000(kcal/kg) O.7143(kgce/kg)

Clean coal 6300(kcal/kg) O.9000(kgce/kg)

Coke 6800(kcal/kg) O.9714(kgce/kg)

Electricity Equaivalent:2681 (kcal/kg) O.383(kgce/kWh)

Thermal 1.4286(kgce/kg)

Power

2.2 Direct Energy Conservation-C02 Emission Factor

(1) C02 Emission from fuels for production

If fuels such as coal, oil, and natural gas are used in the production process,

GHGs such as C02 will be emitted to the atmosphere. CO2 Emission from fuel I is

calculated as below:

Q=P x ECxEF

where

Q = C02 Emission ofi type fuel (t-C02);

P = Consumption Quantity of fuel i (t);

EC = Conversion factor ofi type fuel (GJ/t), means the Energy Content of unit

mass of fuel, see Table 2;

EF - CO2 Emission factor ofi type fuel (t/GJ), means the CO2 Emission of unit

mass of fuel, see Table 2.

C02 Emission shall be calculated for each type of fuel.

Table 2 C02 Emission Factor
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Type of Energy C Emission CO2 Emission Factor

Energy content of fuel Factor (t-CfT J) (t-C02/TJ)

(GJ/t)

Natural 39.00 15.32 56.22

gas[l] 47.31 17.32 63.12

LPG 44.80 18.90 69.36

Gasoline 44.75 19.60 71.93

Kerosene 43.33 20.20 74.13

Diesel 40.19 21.10 77.43

Fuel oil 24.49 26.35 96.70

Anthracite 20.73 24.26 89.03

Coking 13.19 24.08 88.37

coal 28.47 29.50 108.26

Brown

coal

Coke

[1] unit: GJ/km3•

(2) CO2 Emission of electricity consumption during production

Production in the demonstration enterprises consumes electricity, which

consumes primary energy resources and emits CO2. Table 3 shows the Standard Coal

Consumption for Electricity Generation in China. C02 emission is calculated as

below:

Q= P x EF / 1000

where:

Q = CO2 Emission of electricity consumption (t);

P = Electricity Consumption (kWh);

EF = Electricity C02 Emission Factor (t/kWh), see Table 4.

Table 3 Standard Coal Consumption for Electricity Generation in China

Unit: gce/kWh

Year 1999 2000 2001 2002

Standard 399 392 385 383

9
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Table 4 Energy Conservation-C02 Emission Factor

Energy kWh kgce kg-C kg-CO2 g-NOx g-S02

Saving

(Material)

IkWh 1 0.400 0.272 0.997 15 30

1kgce 2.5 1 0.680 2.493 32.5 75

Ikg 0.509

clinker

(3) C02 Emission in Cement Production

Carbonate in cement production causes CO2 Emission. In China, 1.264 t of

limestone (CaC03) is consumed to produce 1 t of clinker. CO2 Emission is calculated

as below:

Q= P x EF / 1000

where:

Q = CO2 Emission from clinker (t);

P = Production Quantity of Clinker (t);

EF = Clinker CO2 Emission Factor (tit clinker), see Table 4.

2.3 Calculation of Energy Conservation Target

(1) Energy Efficiency Index (EEl)

Energy Efficiency Index reflects the difference of energy consumption between

the target year and the base year. In Voluntary Agreement, EEl is used to monitor and

assess the status of completion of energy conservation target. EEl is calculated as

below:

n

" p, .EI.L.J I I

EEl = i=\ xlOO
n

" p, .EI. BL.J J I,

i=\

Where:

EEl = energy efficiency index

n = number of products to be aggregated

Eii = actual energy intensity of process step for product i

10
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Annex 9.8

Workshop on Energy Efficiency Voluntary Agreements

The Second Training Materials

For
Establishment and Capacity Building of Local Policy Implementation Committees

For

UNDP/GEF Energy Conservation and Greenhouse Gas Emissions Reduction in
Chinese Township and Village Enterprises - Phase II

Fragrance Hill Hotel, Beijing

March 29-31, 2004
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Public Seminar on
Energy and Climate Change Policies in Europe and the UnUed States

First Floor Conference Room, Ministry of Agriculture
March 29,2004

Agenda

9:00-10:20 New Developments in Energy and Climate Policy in the European Union
Dr. Kornelis Blok, Managing Director, Ecofys, The Netherlands

10:20-10:30 Tea/Coffee Break

10:30-11 :50 Voluntary Greenhouse Gas Emissions Mitigation Efforts in the U.S.
Ms. Lynn Price, Deputy Group Leader, International Energy Studies Group,
Lawrence Berkeley National Laboratory, USA

11:50-12:00 Q&A
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UNDP/GEF Energy Conservation and Greenhouse Gas Emissions Reduction in
Chinese Township and Village Enterprises - Phase II

Workshop on Energy Efficiency Voluntary Agreements

Fragrance Hill Hotel, Beijing
March 30, 2004

Agenda

9:00-9: 10 Opening remarks
Mr. Wang Xiwu, Senior Administrator of the Policy Implementation
Committee

9:10-9:40 UNDP/GEF TVE Energy Conservation Project: Pioneering the VA Approach
in China
Dr. Zhang Zhihong, Chief Technical Advisor

9:40-11 :00 International Experience with Monitoring of Voluntary Agreements
Dr. Kornelis Blok, Managing Director, Ecofys, The Netherlands

11:00-11 :50 Results of an Energy-Saving Program in a Dutch Foundry
Mr. StafHenderieckx, Gietech BV, Former Director of Gieterij Middelburg,
The Netherlands

11:50-12:00 Q&A

12:00-13:00 Lunch

13:00-13:30Policy and Legislation Recommendation for Energy Saving and Pollution
Reduction Cooperative Agreements
Professor Wang Xuejun, The Environment Institute, Peking University

13:30-14:40 Energy Efficiency Voluntary (Cooperative) Agreement Pilot Project in
Shandong Province
Ms. Lynn Price, Deputy Group Leader, International Energy Studies Group,
Lawrence Berkeley National Laboratory, USA
Ms. Jiang Yun, China Energy Conservation Association

14:40-15:00 Q&A

15:00-15:10:Tea/Coffee Break

2
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.15:10-15:50 Voluntary Commitment to Emissions Reduction: The WWF Initiatives
Dr. Gan Lin, WWF China (to be confirmed)
Mr. Ding Hang, Zhongjie Blue Sky Investment Management Company (to be
confirmed)

15:50-16:30 Developing Energy Efficiency VAs in the Chinese TVE Sector: Preliminary
Results
Mr. Tian Yishui, MOA Center for Energy and Environmental Protection
Professor Meng Zhaoli, Tsinghua University

16:30-17:50 Design and Evaluation of VA Policies and Programs
Dr. Kornelis Blok, Managing Director, Ecofys, The Netherlands

17:50-18:00 Q&A

18:00 Adjourn

3



Discussions about the establishment and capacity building of LPICs

Fragrance Hill Hotel, Beijing
March 31, 2004
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9:00-9:20

9:20-9:50

9:50-10:10
10:10-10:30

10:30-10:45

10:45-11 :20

11:20-11 :30

11:30-13:30

13:30-13:50

13:50-14:10

14:10-16:30

16:30-17:00

Agenda

The Establishment and Capacity Building of LPICs: Review of
Achievements

Ms. Wang Hui, team leader of the subcontractor

The Establishment and Capacity Building of LPICs: Design,
Implementation and Modification of Action Plan

Ms. Zhou Hong, legal expert of the subcontractor's team
Discussions

The Establishment, Operation and Anticipation of Dalian LPIC

Mr. Yuan Hui, deputy director of Dalian TVE Bureau

Break

Technical upgrading for energy efficiency and the development of
enterprise

Mr. Liang Xinbao, chairman of Jiangsu Moling Metal Casting
Factory

Discussions

Lunch

Highlights of Year 2004 Work Plan for the TVE Project and the Plan
for the establishment and capacity building of the other LPICs
Ms. Wang Guiling, deputy director ofPMO

Major activities for 2004 under the subcontract to support sustainable
development of Hongyuan Co

Mr. Wanghai, managing director of Hongyuan

Discussions about capacity building of pilot TVEs and counties
Summing-up ofthe workshop

Mr. Wang Xiwu

4
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"LPIC Training Workshop"

Minutes

March 29 to April 1, 2004

Beijing Xiangshan Hotel

Energy and environmental policies in developed countries,

significance, approaches and experience of VA application in

China, barriers to VA application in China, mechanism for

sustainable development of LPICs, technical upgrading

scheme for pilot TVEs

Training form: Lectures given by national and international experts,

followed by discussions

Participants: Officers from UNDP and UNIDO "Beijing offices, GEF

China Office, the State Development and Reform

Commission, MOA TVE Bureau and Science &

Technology Dept, China Energy Conservation

Association, as well as US Energy Foundation Beijing

Office; experts from the Environment School of Peking

University, US and Dutch energy policy experts; LPIC

staff and executives from the pilot sites.
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I. Context

The tasks for Phase I of the subcontract for the establishment and

capacity building of LPICs have been completed as contracted. This

training workshop is another important one aimed at reviewing Phase I

and enabling the LPICs to move on with replication of the best

practices and promotion of VA mechanism throughout the pilot

counties.

II. Workshop activities

Mr. Wang Xiwu, senior administrator of the PIC Secretariat, chaired the

two-day workshop.

The first-day session was focused on VA. Mr. Zhang Zhihong, the

Project CTA, made a presentation on the UNDP/GEF Chinese TVEs

project as a pioneer in China's VA approach. Ms Lynn Price from the US

LBL and Ms Jiang Yun from China Energy Conservation Association

talked about the energy efficiency VA pilot project in Shandong Province.

Mr. Kornelis Blok, executive director of Ecofys, shared with the

participants, international experience in monitoring VA application

including the design and evaluation of VA policies and programs. Mr. Staf

Henderieckx from Gietech BV introduced the achievements the Holland

metal casting industry has made in energy efficiency. Mr. Wang Xuejun,

Professor from the Environment School of Beijing University made in his

2
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presentation, some policy and legislation recommendations for energy

saving and pollution reduction cooperative agreements. Ms. Qiao Liming,

from WWF China shared with the participants, information about its

program of climate savers and international experience in this respect. Ms

Ding Hang from ? talked about potential of energy conservation and

emission reduction in some Chinese industries, and the framework of

WWF program of Enterprise's Emission Reduction Voluntary Activities.

Finally, Mr. Tian Yishui from MOA Energy and Environmental Protection

Center and Mr. Meng Zhaoli from Qinghua University briefed the

participants on the VA design and preliminary achievements made under

the UNDP/GEF Chinese TVEs project.

On the morning of the second day, the team leader of the subcontractor for

the establishment and capacity building of LPICs gave a report reviewing

the implementation of the subcontract. Ms. Zhou Hong, legal expert of the

team elaborated on the designing approach of and the revisions made to

action plans for the LPICs. Mr. Yuan Hui, deputy director of Dalian TVE

Bureau and the director of Dalian LPIC reviewed the establishment of

Dalian LPIC, and explained about its action plan and its future work. Mr.

Liang Xinbao from the pilot TVE of Moling Metal Casting Factory

unveiled the factory's plan for technical upgrading and future development.

Mr. Shen Fuqiang, standing vice president of Shenhe Cement Co Ltd also

3
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reported activities they have taken in capacity building, and talked about

the development of the company.

During the afternoon session, Ms. Wang Guiling, deputy director of PMO

gave a presentation about the PMO's work plan for 2004 and the schedule

for the establishment and capacity building of the additional LPICs. Mr.

Wang Hai, managing director of Hongyuan Co, talked about the major

events to take place in 2004 under the subcontract for sustainable operation

of Hongyuan.

Following the presentations, discussions were held among the participants,

PMO and PIC staff, CTA and the subcontractors' team on such issues as

VA mechanism, LPIC capacity building, sustainability of the project, etc.

III. Discussions and ideas

Mr. Wen Gang from GEF China emphasized that attention be given to

market-orientation and commercialization in the process of project

implementation.

Mr. Cao Fengzhong from the State Environmental Protection

Administration appraised the project well designed, and LPIC mode a

good one. It showed the far-sight in designing this energy conservation

project with Chinese TVEs 6 years ago.

Professor Meng Zhaoli believed that this project IS enJoymg an

unprecedented environment for implementation. Energy crisis is

4
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emerging in China, and the government is attaching great importance to

energy efficiency.

According to the experience of the Jianning LPIC, said Mr. Li Longbao,

deputy director of Jiangning TVE Bureau, LPIC establishment and

design of action plan should be carried out in conformity with the

administrative arrangement of the pilot county. They should be

incorporated into the work of the local government. Only in this way

will the local authorities be really enthusiastic about the project

activities.

IV. Comments and consensus

1. The participants affirmed and praised the subcontractor's job. They

agreed that the project is characterized by LPIC, which is combined

with VA mechanism to realize the sustainability of the project.

2. PMO, PIC and CTA are satisfied with the training workshop

including its organization, implementation and results. TVE

representatives found it informative and helpful for them to learn

more. They felt enlightened on their future work.

3. TVE representatives realized that under the current situation III

China, TVEs have to pay enough attention to environmental

protection so as to achieve sustainable growth. The project has given

the TVEs a chance for development. They expressed their

5
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commitment to speeding up activities under the project.

4. All participants found the current situation in China is good for

project implementation. PMO and PIC called on all LPICs and

TVEs to seize the opportunity and take active actions. The

subcontractors and Hongyuan are requested to take faster steps to

assist LPICs and TVEs in implementing LPIC Statutes, Action Plan

and VA, and in finalizing technical upgrading program for full

implementation ofTVEs' capacity building.

Attachment: Name list of participants
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Chief Technical Advisor UNIDO
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Name

Ms. Cai Li

Mr. Wang Xiwu

Ms. Wang Guiling

Mr. Zhang Zhihong

Mr. ZhengGe

Mr. Cao Fengzhong

Mr. Deng Yongzheng

Mr. Wen Gang

Mr. Wang Xuejun

Ms. Jiang Yun

Ms. Qiao Liming

Ms. Ding Hang

Kornelis Blok

Lynn Price

Staf Henderieckx

Mr. WangHai

Mr. Song Dongfeng

Ms.Shao Chen

Ms. Wang Hui

Mr. Meng Zhaoli

Mr. Tian Yishui

Ms. Tang Min

Ms. Zhou Hong

Title

Division chief

Senior Administrator

Deputy Director

Assistant

Consultant

Project Officer

Project Officer

Professor

Expert

Expert

Expert

Managing Director

Researcher

Foundry expert

General Manager

Contract Officer

Assistant

Director

Professor

Expert

Expert

Expert

Organization/Institution

Industry Guidance Division ofBTVE, MOA

PIC secretariat

GEF Project Office

GEF Project Office

State Environmental Protection Administration

UNDP China Office

GEF China Secrateriat

College of Environmental Sciences, Peking University

Chinese Energy Efficiency Association

World Wildlife Fund, China Office

Zhongjie Blue Sky Investment Management Company

Ecofys

International Energy Studies Group, Lawrence Berkley
National Laboratory, USA

Gieterij Middelburg

Hongyuan Company

Hongyuan Company

Hongyuan Company

MOA Center for TVEs Development

Tsinghua University

MOA Center for Energy and Environmental Protection

MOA Center for TVEs Development

MOA Center for TVEs Development



Deputy Town Governor Moling Town, Jiangning District

Deputy General Manager Shenhe Cement Ltd. Co., Zhejiang Province
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annex

Name

Mr. Yuan Hui

Mr.YuDeyan

Ms. Hu Xuemei

Mr. Li Longbao

Mr. Liang Xinbao

Mr.Xu Wen cheng

Mr. Tong Jiazhi

Mr. Shen Fuqiang

Mr. Gong Muquan

Ms. Jiang Shujin

Mr.Wang Yuman

Mr. Ling Fuhe

Mr. Luo Ruisheng

Mr. Bai Guodong

Mr. Pang Bushe

Mr. Gao Guodong

Mr. Li Shi

Title

Director General

Plant Manager

Director General

Plant Manager

Director

Plant Manager

Director General

Plant Manager

Plant Manager

Section Chief

Plant Manager

Organization/Institution

Dalian Bureau of TVEs

Jinmei Casting Pipe Plant, Dalian

Government Office,Tianshan District, Huangshi City, Hubei
Province

Bureau of Small & Medium Enterprises, Jiangning District,
Nanjing

Nanjing Moling Casting Plant

Bureau ofTVEs, Xinjin County, Sichuan Province

Yeyan Brick Plant, Xinjin County, Sichuan Provinec

Bureau of Small & Medium Enterprises, Xinjin
County, Sichuan Province

Bureau ofTVEs, Baqiao District, Xi'an City, Shannxi
Province

Liucun Brick Plant, Baqiao District, Xi'an

Taiyuan Gangyuan Coking Company

Bureau of development and Design, Qingxu City,shanxi
Province

Bureau of development and Design, Qingxu City,shanxi
Province

Industry Guidance Section, Bureau of TVEs, Fangshan
District, Beijing

Beijing Yancun Brick Plant



March 31, 2004

capacity building of LPICs

Discussions about the establishment and

Workshop on Energy Efficiency

Voluntary Agreements
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Grid access for renewables
.JMi""f!ililE(r*~i1E-M

Guarantee of origin (green certificates)

Bel 'umlt-flm 1% 6% I" J"
German ~I~ 6% 13% II~ 12~.
DeDlDark)'J-;/l 13% 29% 1J~ J"~'

S ainiIJiJJl:f 19% 29% 2lS JO\,~

Finland3f~ 26% 32% ~ 10/, 31""
FrancelJ;~ 15% 21% n~~ 16~
Grecce<t.DIl 10% 20% 12~~ ISS

lreland~!F.~ 5% 13% 11 ~" j5~~

Ital :b'i:;k-flJ 17% 25% 17~ 18%
Luxembur }!i~~ 3% 6% ~~; Q%
Nethcrlandsr" ~ 2% 9% 6" 9""Portu .HIilif>1:f 36% 39% 27~, JSf"
SwcdeolÖlJlll 50% 60% 57~. 57~
United Kin dom 2% 10% 4S <1%
EU-ISlll:lllISI!l 14% 22% 15~. J~~.
r~f:\, iti-l. (;H:l~n: filrgl:t b l!Ht
~l~, ;~~1:~;~'I;Red: tl'lq~etis ~.mmer

...... 2010 2010ioiör ........
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• (fLL'!:r\l,"i!!\ljjlif.F~~;kbi1i <np, ",loIJ!10'. iJJ:)
Promote the implementation of high efficiency cogeneration
(i.e. more then 10% savings on electricity)

.~~n~(CHP)~Ijj~~~I~.
Systems for guarantee of origin for electricity from eHP

• :!H~ilf. AOH:1-';1' ~'f
Fair conditions for grid access

•. (;ji\'Jj~CHPn~ii1:IJi1LiHIi:.t\t<1 >tliT. :inii!jJliti''''j:fffrn~lIJbi1i
National analysis of potentials for high efficiency eHP; this
must lead to new initiatives

tA\ Ft!.1f¥:f'jlj1j- Cogeneration directive

. ECOFYS--,
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ECOFYS
I -.,.

1~F1i~m~~.!=j $1fL
Emissions trading participants

• J!1:i'l: ~--. ;~'f:f':.;1 , H'Jl!J,1 . !K~II.: ,.J~:f'!P ~:dl'?', rtdK:
Refineries, cokes, iron&steel, cement, glass, ceramics,
pulp & paper

• Hf4'-J.~'r-20:1l:,TUi~J-J,:.r:l!!:"):~..tnifr r C!..u:;I~-jJff:!~}
All large combustion installations larger than 20 MW'h
(includes electricity sector)
t',12000'l: t, IJ '\'-(;' About 12,000 participants

• '1 ;i, :lrH!ij~ ;;,: Linkage to third countries
- il!",'_.1.. New member slates

- ~1:1'.~.Jf\ J .. "'.'.r~,.. Norway, Switzerland, Iceland (EEA)7

- \17J:. = 1-.' Canada, Japan?

I ECOFYS
I ,

7HfE~;fffifit CIlfHt- =-: )
Allocation criteria (Annex III)

(~l.L';,'c:'.. ,; J~ 11(1'); [ll'J.;' Ifl'Y:jf~ ;l~ 111 -Ji
Total quantity of allowances should be consistent with natIonal
target and national poliCies (;11)

• -'i.~':f::.~JJi\~~"',rq~.ntl;: j

No 'over-allocation' (State Aid Guidelines!)
j'.:.IL", ,;':. '~l_f.,i.-':j i!:-I j:.';rl:j~Wi -t) ''d,'j FI.

Quantity of allowances should be consistent with reduction
potential of activities
;"".;t';a'I~ ..,,,'_h No distortion of the internal market

R~r;T ,J" I, ~~'j •••J"'" I J.: ", ill {f A~ f' In. I;,:):.. I)-;:!;.
Indicate way of dealing with 'early action' and new entrantS(-'l6,7)

• li'P4,'~1U'1~t:fi1~ f'J Ill' 1~ ':LJ~Jl'.?jtf,'
Include list of installations covered and allowances per installation

(#8a)

, ECOFYS-,
:1i:]{H~--t (~--!£~) The Linking Directive (DRAFT)

( 1;.::1 >n: :;'(':,1 ,.-~,fl. ~~'j r": tit, '!i..II(t.:j'jlj I COt'<1 ': ~:L't.:p, I'~'J~;'~~I~

'Jl \ IIL":.-
Linking directive Irnksthe EmissionTrading System to the Clean
Development ~1echanlsm(CDM) and JOIOtImp!ementation (JI)

• (I: " f, '{ ',',1,~I ',;;;', I'. :' t' iI, Ill' C'J;' l }1~:j~:I . ~': -t;~fj"'~-.:.; 'I : ~',t ;~.~ItI.
Certified Emission Reductions can be converted to Emission
Allowances under the Emission Trading System

• iu,r.rJi'2008:( Valtd as of 2008
• .;l'l:x.t.l..~;'ll!~'~lfjl~6°/o f"lay.lmum 6% of total allm-vances
• ;" lI,r~',-,.\:~~ Credits from forestation not acceptable

5
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~~iIf!:¥:'4:1*~:j:jF E1lkV;i;1ri
Voluntary Greenhouse Gas Mitigation
Efforts in the U.S.

Lynn Price
Energy Analysis Department

Environmental Energy Technologlos Division

Lawrence Berkeley National Laboratory

Presented at the Workshop on Energy Efficiency Voluntary
Agreements

March 30, 2004
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Lawrence Berkeley National Laboratory

Environmental Energy Technologies Division: Mission is to perfonn research Bnd~~=~e:~~~~~ri~:gtechnologies and reduction of adverse

200211'. kltHott;\; :!""T<ilI<t"'lIH'<I'~,",1l1.iL\S!'!l*n!l:l'll/J(""~181lo~J1.1
Ii' (ifJ.:<r'tU:'l!ilrl!J.Hllf'mJjJ!ii:IlI~~l".af1!O'JiL\:iI"{U:It!l:Jot)
2002, President Bush committed the US to a goal of reducing domestic
GHG emissions by cutting its GHG intensity - how much it emits per unit of
economk: activity - by 18% over the next 10 yeal8.
illll1c:n Jf III!! 1il1leit1jjlijIl'JlII1t, iI!liJI:f:H.i!;!J1H7'ilfm"lt*Jfl!1:t:.\~~~~
1c:nM~*~JIf;l,Ali!1I\liIJ
The policy also supports climate change research, laying the groundwom for
future action by investing in science. technology, and institutions.

in;.!!J\;.qmr.ii'i"i"ft;, flii1l!.'t;I~lll'l', }'j1J.\}>RY}il'HilllcO'mmz.m
The strategy emphasizes international cooperation and promotes working
with other nations to develop an efficient and coordinatod response to global
climate change.

~t!!I"I:W1~ft~m: llJ!~
U.s. Climate Change Policy: Current Status

.li!l i}: oj:!/-' F I:ii(~J''i: i:~li1l~;1+~mJ!'~z.rr";f.
u.s. Department of Energy research labofatory
Msneged by the University of California 1",_.",,__._ .... __ • __•. ,__ ._.~ ....

~~t~:J,;q.&J;l ~~~~:~-""
- 6OOlIilf1t~ 600 ---',
- 9OlIl!'H:ll 90
- lH'JIHJIil*~JVj~,7'li

9-11illYl !j:!ltllifJ1i' 9 Nobel Lau'I
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~ t!!Iitä3!"t f*5!ilJ.tB5~~~
Historical U.S. GHG Intensity Trends

;~I'~SlJ.

Source:U,S.Enotgy
Imorrn1lbon Administr.1ion

o
...r:f ...$A'..::~'.:f),t5J.~...1.:'" ...t:}:' ...~~'4~1~~.'.;)...~:Y{f};"~'

ei) ••••••••••••••

r"'.;:-::-:"._~':-:, .. ~-,.¥ '-"~-' - •• ,_ .. ,.'

Intensity Ratios: CarbonlGDP. Carbon/Energy,
«nd Ener.gy/GOP

loo.i!X (1Sl9 ... 100)
100 ---••- ••-.- ••-.----------------.---

1992<1', 'S,:f,.JHlt1ltJlX'i"i"IW'Uit'l<itfl(!:!0t'1
1992: signed and ratified the UN Framework Convention on Climate
Chang.

*t!!I"'tloc'JUti&m, B5~IDI.ijjj
U.S. Climate Change Policy: History

2001: President Bush declared that he will not submit the Protoool to the
Senate fer ratification because -it exempts 80 percent of the world.

~~~~~~~c~~~~r~~~ti:u:n::'~o:c~a:'~~\~~ITtl=~~~~

1998<f., :XH~1S:"'fj;(t.!li5(;i!'1\
1998, U,S. signed the Kyoto Protocol
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.,";!{1,\ f'Y:'£:it,,~:iit
U.S. Climate Ch~~ge PolictACEEE Critique

1,000
2000 2002 2004 2006 2008 2010 2012 20'4 2016 2018 2020

Year

2,400

9H~fJlj~i!{m
U.S. Energy Efficiency Policy

~tkflli~"O'JliiJ<m~ National Executive Orde .. (issued by the President)
- ;at*~ilIlnl1ll!J<lrrmi~l1~lili!l. Requiring Agencies to Pu",hasa Ene'llY

Efficient Computer Equipment
- JIlJ1lil<K.f~lfll:l!lliUm~H"'ll1!<mlli Ene'llY Efficiency and Waler

Conservation at Federal Facilities
- iilli:trmlllc'i'i'l'ItMt. i~iJ<K.f1}~.~(!lit. Groening the Government

Through Efficient Energy Management
- n:&.~]m"-1:~,bW,~I~I:@JrmDevoJoping and Promoting Biobased

Products and Bioenmgy
- ,:'q ~~iftr~u:~'.'t{.t .Jj ::,: ~t.~~f::. it:. Greening the Govomment Through Federal

Fleet Transportation Efficiency
- :l!llIllf-ilJLul!!rmill!lJiII O'J:;;lli Actions To expedite Ene'lly-Rolatod Projects
-1,rJbl:!l.m11'U~11 Energy Efficient Standby Powar Devices

"

1990 ba.elino
__ Buslne .. as usual

-- Whllo Hou••

Kyoto Proloc:oI, delayed by 10 Y"
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b~ilt~Jlli1<f?t) <'iltIIj--fiJftlSt)
Climate Stewardship Act (McCain-lieberman) ,_

",,,,,,.:~,.:.c.=,~:=.,:",:,:;""".,-="="",,,,.==,,:,,=",=:.:"=:.""."" ::5~..
:tIJ>i!-1'iI.\:,!"l\+!ll'lttIllJl!. iilli:til£IH1IHJ!;ll!liIli. Ji'JfMil'2010'r
Would establish a limit on GHG emissions, implemented through an emissions~
trading program, beginning In 2010
- 2010"''1;2016'1'. il.\j!'1 \+!'I'lI'lttl,tlll:tIJl'E2000<i'rI'JtI:lttlil
- 2010 to 2016: annual GHG emissions limited to the amount released in 2000
- 2016'rhi, R!i1ll<E1990<rO'Jltltt1!<'f'
- After 2016: limit reduced to the 1990 emissions levels.

f,flilili!X!IMi1i::~Itil1;flU:>II<ifHn\+!It1Jllr.\O'J70li !;lJ: (~'{9.t[;ft>t;;flI:«>11<
IliI"1:O'JIt1Jllht)
Would cover more thsn 70% of an U.S. C02 and Industrial GHG emissions
(excludes residential and agricultural emissions).
It:;j{f.Il"OEll~~. ltJJ!lf~lIi\illr!l!
Weaker than the Kyoto Protocol, stronger than the current policy
<1'2003'''10JJO'jtH~~lS!~~lk'I'*jjJji:t (44li:l<:I-f, 56li&~1) -'f'9-f,filllr
PilX~lk.
Lost in Senate vote (44% for. 56% against) October 2003 - will be voted on
,~~~!~~,~". .NA"N" ,~, •• ,_.,,_ •• , •••

"..: ... " ''',. ~.:' .... ""

~tE~~if!{f/{
-,"~~~.:=~~:'~~~~~~;~~~~~:~~~c=,,",."~5Ö_

fmill!il<lIilJi-1992 Ene'llY Policy Act (EPAct) -1992
- <l'J!I'HJ~ill!ilIl)fh<i'n'i'tllirmill!»'l,rml1i*O'J;;<",jMJ. JH1I:illl,i1li>ll<

It
- Established a program within the U.S. Department of Energy to

demonstrate and commercialize new renewable energy and energy
efficiency technologies

- ;J;IJ;i!lIiloJi/fJ;.,ffll\+!.f,;fl'~<",)j:t;. 'l'Afrt.!l:lilJ!ltllll'WtJl!1!<'I"
- Established new standards, rating systems end demonstration

programs to promote increased energy efficiency in buildings
- :tIJ;i!(j l5lJJtL JJJ: ~,-ilIlr'ln<nrtJl!,'LitlI!.!O\Ill:J(
- Outlined voluntary guidelines and provided grants to indusby for energy

effidency improvements
- :tIJ>i!'UtllI.ili!l,O'JlIi!;/fJ;.fjlt,;UlJi:t;
- Outlined new standards and labeling programs for appliances and

equipment

I
I
I
I
I

~OO~~if!{m
U.S. Energy Efficiency Policy

IjJ:i(fJl!ilGiilJl.tfii'lJJi!(f(,I<1~lIt~,iilij:J:)
National Energy Policy Legislation (passed by Congress)
-IJt4(fJl!~!,;ilJI.tfiit-1975
- National Energy Conservation and Policy Act - 1975
-1~;i(rJl!ilGiit-1978
- National Energy Act - 1978
- *liJ it III1JfJl!i't- 1987
- National Appliance Energy Conservation Act - 1987
- rJl!ilGiilJl.tfift-1992
- Energy Policy Acl- 1992

U.S. Energy Efficiency Policy
~tEfJlj~if!{m

rmill!il<lIilJ.:-1992
Ene'llY Policy Act (EPAct) -1992
- O:N~Il!r1kn;:II-J'. m t~..(~!fifl!.h:;;! J'!f,';'r{~J;lj';.i:':i~~::i~!~.l!J
- Directed all utilities to use integrated resource planning in making

power plant investment decisions
- JJI'tOC;fliJl!!1i'WrmlJiIlI!.!O\W#;;flIj,~vll
- Provided loans and training for state and toeal energy conselVation

programs
- \I!>i!lll~.fj'~,jWUEillllJ J-JIXJ1lillltllllwwrmlnlliO'J:;;1li
- Set goals and requirements to stimulate Implementation of

conS8lVaoon measures in federal buildings
- IttXm1!llIj-H>rmiVm. JI':!H,,,j<11i:O'lJfx.
- Authorized increased spending for energy efficiency research.

development, and demonstration

I 2
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~[iHleiliJlilß
U.S. Department of Energy

iir;'::J'1'977<" Founded in 1977
(MilIJ!I~f1'JI~H.'iC!i\, tr\i;Hllffoifli'iC!i\, JI':!<:t.tJJftIf1iJfIl<f1'JWl, t1*,1(i1lihT;ilIJ
Mission is to advance the national. ecoflomic ~nd !'tnorgy securi~ of ti:'e ,U.S. and
to promote scientific and technological Innovation In support of ttlat mISSIOn
J,'llil1l:lti1tX;f1'JiliillJ,
Climate change related activities:
- il.I~l'l#f1'JWiltll1'iIU\ (1605b)
- Voluntary Reporting of Greenhouse Gases (1605b)

- 'lli\1l;ltl&ijl
- ClimateVISION
- '11il:l<ltt1*,lJi II
- Climate Change Technology Program
- Ji1li-'ltiJt'Ill1i, i1i<t!{;',f!J!t.lffolfl:X'f1'JiVI:&:hT;i;IJ
- Research and development related to next generation nuclear facilities, carbon

sequestration, and hydrogen

"

9!~i'b!~,,( it> l~15!.;li~: "\ il1iliUI!
l, _~:S: ~olu~ta~ ~HG p,~ograms: ~lim~te VISIO~~

• J:'~y.lhl£1:I tj;, Industrial Sector Goals: ,
- ilIifif:":Jj(iMili~ (PCA) *Ui~!ii2020ll'1lJ~~Jj(iM1I'1990ll't1'

iJj(JJ<.>I'J:~tlc0210'"
- Portland Cement Association (PCA) has committed to reduce

C02 emissions by 10% per ton of cement from a 1990
baseline by 2020 .•

- iJ!11HJ~\1iili~ (AISI)Il<i(;1l£!i!2012ll'~ldk;r'~Jfm~lt1998
ll't:'h~10%

- American Iron and Steel Institute (AISIl has committed to
achieving a 10% increase in sector-wide average energy
efficiency by 2012 from 1998 levels.

- 4C.\]\#l[~Y.ili~ (SIA)JJ(Ui:khloi1>il.m'lli'!t'1Jl(. jt)2010<f'/Il;.
tE 1995if!1!iliUIl£1>10Y,

- Semiconductor Industry Association (SIA) has committed to
reduce a suite of the most potent GHG emissions by 10%
from 1995 levels by the end of 201 O.

I
I
I
I
I

*~i'b!~"\ {*t.jf~(~J(;J lm:lfl \!!{*~
U.S. Voluntary Reporting of Greenho~S~~.~~~~iSS~~
~.:..-::;'.::..-:::~-_-.:::::::::':::::.:. ":~:~_7~':::_~-:;:.::"-:'.:.: :-:: :::,'_' ~... :._. ,:.-_.- ';.__.,~. _.:..::;. _ _ ..

lI!«~1992{f!f1'Jltl;i(tJl!iflii.kIll}.t1l'11605(bl 'WIliil!:>'L. tll~',JfMll'1995
{f!
Established by Section 1605(b) ofthe1992 National Energy Policy Ac~
reporting began in 1995

~!J"(iOCmhl<'lJil'lf1'Jrtl1JI\'lf'). '!;iIi~$1;Z;i1li.fj'n't::'!l<#-il!l. tll'III"
tltil.l:<t'-1#ti'IJUHI, ;,I(r..tlll!;:9aliil.l!i"l#~!t'JliIJf1'J'wrfo!t1

~:~e:,:;:~;~~~~~~~ra~~~188~~~~:f~~:~;A
from GHG emissions reduction projects

2002~~.nl!trl 2002 report
- 228ö(~H.fjIJt't::!llIRilHT7tll;<;
- 228 CXJmpanies and other organizations reported

- Jfhi 720271'lJi I]~1>",H;"r.il.i:;;. '( '~f1'JIt1Jl(
- 2027 projects to reduce or sequester GHG emissions

- r[j1i~ti'1ili!;265 MMTC02e diruet reductions
- JC'(';1Jil:loiItMili93 MMTC02e other reductions

_',~'"'w",""'_ ..... w.,,
'.~~'- " ":,. ,. ~'.. '"

I>lkl'lll W, Industrial Soclor Goals,
- UJllIll.t;I'H"'tl!li~, I.!<ßl0fiJi!<i(;20101l'Zliilil'lfij:Ug:/,'iif,PI'SF6f1'J

tl'1Jl(.
- Magnesium Coaliöon and the International Magnesium Assocla~.

Partner companies have committed to eliminate sulfur hoxafluonde
(SF6) emissions from their magnesium operations by 2010.

- !l!1~lt"''kßl~ IACC), 1.~a~J!:20121j!il.I~l'tf4i~>l\/JtIt1990I"~l{u;
18"

- American Chemistry Council (ACC) has agreed 10en overall
greenhouse gas intensity reduction target of 18% by 2012 frem 1990
levels.

-lll!1i~, *i(;{E!i\lim"IJlI'l~l{u;il.I:.!"\f4itt1Jl(m
- Aluminum Association has committed to reduce sector-wide greenhouse

gas emissions

I
I
I
I
I
I
I
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L11ilhHfl «(jill;\:, tl<J1Iiil:lT>lklT;lJoH"~:k{j"IJJ)
Climate VISION (Voluntary Innovative Sector Initiatives: Opportunities Now)

+2003
'
f!2Jl'iUIi

Announced February 2003

iI< i(;{f** I-I" I'l ;J;lllil.lil1'i #1t1Jl(>l\tlt (il.\:«'lli'tt1Jl(!~!,tNlFj~{lif1'J It{Ii)
~lfLJ:18Y,
Committed to reducing America's greenhouse gas intensity. the ratio of
emissions to economic output. by 18 percent during the next decade

l,iJ;Jllfli1li>lk.jlII>lkl'HllUll1Ihl<,(Mltm!l--lY~1J;J;ij!\!lJ-.1l W
Challenged American businesses and industries to undertake breader efforts to
help meet that goal

ltl:'II'iJ(K~tIIIH!lt,'t'JJ Oll?\JlCJO 'li'rJll'Nl
Criticized as -business-as-usua'- by non..govemmental organizations

3

"

9!r;!;li'b!~'l.{um1J~: "\flRJ!Hi!
U.S. Voluntary GHG Programs: Climate VISION

-','7C'.-".-.~,'r..'.' .- "', "-.-"',C'.' .,.' ....'.,.,.. . . '.' . ~_

J:llkIJlfr.ll ti<, Industrial Sector Goals:
- rl~':ll1itlifiIalKlJJ(Ui, f~201211', Jt'J:!I~*J:r(-1;:L~itll"~I;i'"

i:tf.l~'f!;il!3£' (f.1<tH&lt~~~,2002{1'-FJ\'t.~;.1 0%
- The Alliance of Automobile Manufacturers member

companies commit to achieve at least a 10% reduction in
GHG emissions from their U.S. automotive manufacturing
facilities, based on U.S. vehicle production. by 2012 from a
base year of 2002.

- iJ:t1-\1tli#l;;![lfr.ili~ (AF&PA)iJi<Ui*IlilIJiJJ. j'IJ2012lj!,i:.l.:i[
't f.1<\!Jl/Jllt20001f!r.'f.1lt12%

.. Amertoon Forest and Paper Association (AF&PA) is
committed to actions to to reduce their greenhouse gas
Intensity by 12% by 2012 relative to 2000.
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~lEf,ffiil~
U.S. Environmental Protection Agency

1«,Z'F19701r
Founded 1970

J:!1~JfCo11fR(J,{ltlJ"'A.!l\lliIi, !ftlJ"A!l\ISl!;lHf0'1nl?lJflll-~'{. JJ<:flll\liJt!l

The mission of the U.S. Environmental Protection Agency is to protect human
health and to safeguard the natural environment-air, water, and land-upon
which life depends

LjCU;i:~«:''''l:X:QCJti1;.iVJ: Climate change related activities:
- rmif!iz.!il Energy Star
- I 'l~j\;il Climale leaders
- 'jl.e;1:Ijl<tlXjtlllln<Jr.~iIl(£t.t,.t~ High Global Warming Potential Gases
- J.!fii1i&:!£ttU::i:~~. Annual U.S. Greenhouse Gas Inventory

~OOf,f~~, HGWPJ.iliIJ
U.S. Environmental Protection Agency: High G~Ps.., -.,,~,........... '.' 50

HGWpJflJl.'i'1'~rr!JlIl-t::. tt, ,,~\,\~.HCFC.22,f111111~11l
Wkfi1J((11l'fPjjIJ, lfI:1J fI'itMHFC. PFC,f1ISF6n<Jfli/t(

High GWP Environmental Stewardship Program,
Partnership programs In the aluminum, magnesium,
semiconductor, HCFC-22, and electric power transmission
and distribution sectors to reduce HFC, PFC, and SF.
emissions

~lff!lk r:Il&l1':-tt:'X: ~ - ~!; 0'1J1:~k!i 111:6('flill'<'.1l'fHil I...~t::
1;;'''1& *I;,j 1I-!l'itfi,\;PFCIl/t(

Voluntary Aluminum Industrial Partnership - Participating II
companies work with EPA to improve aluminum production '
efficiency while reducing perfluorocarbon (PFC) emissions ,

".~: .
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~

~1Ef,f~~
U.S. Environmental Protection Agency

-- -- -- ,_._-~,---,-- ,----_ _~-~----_._---_ .. _-_ ..-
'--- -" --.-- - ----.,- .... ~,_.... '_ .... - .-.._'---~-_.._.---- ._~-~"-_._---

f~i$i~;~
ItI~"'JJ:!1&fllliGl',j(!Jl1I iA TI]' )h~HlIJ;R 1~300~ ~<fl"j:fl101jJl:~k((1JiHt"'lillt>l
lll£
The National Environmental Performance Track Program recognizes and
encourages top environmental performance among over 300 private and
public facilities in the United States

lll£fllliGl',j(!JlI'lilIli1'J<l't. ;iUI1M!tt'Ii.l:&Jt'e:~iJlJlI\lti, {IlllH'~A< '1'.rI1'flillt.l1&
, jl';!.J,"i:!Iq,::3J,H.t:!l;1!I!~9Hi4!11'l"(;.
Performance Track provides recognition, regulatory flexibility, and other
Incentives that promote high levels of environmental performance and
provides a leamlng network where best practices can be shared

~ *OOf,f~~: ~~zill
~=,.~~~;__~~:~:_~_=:::=:::~:~:~:.~~::~:o::::~y~n

- 'l!1ll1zlil'Iol"l!lilllJ. iIt"~I:DlY.lIillillit'lI'1ljjQ
-Energy Star program for Buildings, Equipment, and Industry

-B (f1!=ftjJ>;ft4"l:IIlPJn<J~ft'~~
-Develops partnerships between industries end government

--{1500~'t-:r.ft~ft'1I;IH~"'tI'J n SJIiß
-Voluntary program with over 500 industrial partners

-'l!1ll1zh!'''''ftlllfMlllJ
-Energy Star guides for industry

-e.ltsti-ff.Ijt/(JUit-t9.M, Industries evaluated include:
-I'~$lIi~ AuIomoba ..... mhly

-*i£ Cement

-3i*t,m; Corn refining

-IIUIi Browing Money lsn'tAll-"" s.mno
-:fitdlUk:W Petroleum refining

-:tIJ1'i Pharmaceuticals
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"tl:<,H1\"lillilfiill;';:,
Climate Leaders voluntarily agree to:

;tcJ&-f!}lJ'J.lri1.l.ir<1#~:iil:
Complete an annual GHG Inventory

W:m~Ill((j]i~iH-!f'~n m I>i'
Set 5 ' 10 year aggressive emissions reduction goal

1ii-I1Y~0jjJ e1J11A"~{jIjl;l;t1\'!JlI]
54 Companies have joined Climate Leaders

:::+-li(eW:l.E~nlJt,'F
21 have set emissions reduction goals

~lEli~~iA\\.!if",\{;$~~
Energy Efficiency and GHG Mitigation in U.S. State9~

,-c ~, ~.~.O ~,.,. , , .. - ~ _." - .' 50.
<):!1>1~ffl"JIi.l:!l;bIi~ 0n<J'1'if1ll","i1.l.~['{#i1J(l!<
States can implement their own energy efficiency and greenhouse
gas mitigation policies
JlJl'1HM1~J~lJ!li'! 111ruMffli1J(f(.IlJ!li'! (t~60%. ffli1J(f(.12003!FlJ!li'! t'1
;!.Ji-1ifl..
Federal funding for energy efficiency is now 60% of state funding.
State funding in 2003 was almost $1.56
"'~ffl e!:,:!:;l;bIi~£~I1:);; irJi.I:WJ'il(r~Ji1J(l!<:fl11j,*" mlnJ1iJjli~tm 1l'
j;j;X,.fIJitH[L1#nlDt:1!i1:tii~JIl:tiJ.lr
Policies and programs that are controversial at the federal level, such
as renewable portfolio standards and mandatory reporting of
greenhouse gas emissions, have been implemented in a number of
states.

I
CLiMATE?~
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The Registry's purpose is to help companies end organizations with operations
In California to nillld:n<JIJn<J~"r'mWJ1.1I1t1n<J~~;;1.f1lmHI
- l1Oi:ttl:r..ikJHlll'iltil.l.:.(' (WlfltiJ.t
- inventory and report their GHG emissions

- il!;i!iY;i('(Wn:lti!,J;lIE~, *JIHH.iI!'inWII:lti'!l'''':r.J/liJlt1oli1lE~:ttllr
- establish GHG emlssions baselines against which any future GHG

emission reduction requirements may be applied

bultll/<tl1, lUl*:r.J*i1lt11t1. nJU~~fl~ftiY'.('(W~m,'lli. :r.J;,1:"i"Jlllrr
j\;CiHt'nillMU)n<Jfjt{~
State of California promises to ensure that participants receive appropriate
consideration for early actions In the event of any future state, fedoral or
international GHG regulatory scheme.

~4nilln<JilflrJ{9.tliili~i, :1I'll1;flJfillJt. lIiiJ£Hi. Itllill1l~I.fIIWi::liIln
Registry participants include businesses, non-profit organizations,
municipalities, state agencies, and other entlties .
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it IJ:1lin~-4it\i\~,,( f2!;(lÄt1f
Energy Efficiency and GHG Mitigation in U.S. States

••A.~~,.".~~ ." ~ v...... ..~., ~

, ..", .,.~...,

:lJuffl"( j~ffi9JRia!lt
Caiifornia Climate Action Registry
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Wi~m~:fIifllUn4t*ffl
New Engiand Governors and Eastern Canadian Premiers

,'.::.':::" .:" :=.0.=",,'" .'-'0."". :::'.0::.:"":='=:'0""''' ..=,,, 5~..
20014'%""'(tt1l'ltlriiJ nill
2001 edopl.ed Climate Change Action Plan
II~. Goals:
- 1ü1lJ. flI2010If1'lI~l6:l!l~[',lt>n1.t~IU'l1990q:*'1',
- Short-term: Reduce regional GHG emissions to 1990 emissions by 2010.
- ~'WJ. flI2020'1'-1'lIKl6:l!l1i!'(It>!l:1.tM~lIn'Jltl990'I:Il!::l!<I>10"n<J*'l",
- Mid--term: Roduce regional GHG emissions by at least 10% below 1990 emissions by

2020.

- fi1rJ*~~~~\It>It1.tI<l!c~~Il!:J1JJtti"Il;Hll!fHlfoZ\II, lJolII"''O!~Jl!lt

-~~t:T~R=~~~~~Hiea;:=:u~~lrB~u~~:~t~ls~1~%
below current levels.

- :tilJiJ!-'f9([4ttt-ht.t.Jit Development of a regional emissions inventory
1/I.,f.tll!"'tII.il1!tIliJlI!*II.i~n<J,~l'I'\ tt~Jili:Wt'lIli. "'lio(rJ:l:Jttll!~t'lllilJi:IJn<J;/i Ht:llt
!.IllII.
=if:~iof'i:~~~~~~3~~~~~su~~~":=~1M:8~rio:st-effeclivalyend

." "." _.~." .... _ ~. ._ on •• "_._ •• " •• '''¥'_ ••_.__ ...._~_....

•• : -;'~'7::

~aiIlifllil~lIä~"'t.pj;~l'1F: 11l1ffl
Energy Efficiency and GHG Mltigetlon In U.S. Stetes: California
~~.~.- ivv.~,v .. -_ ...... --" '-'-~-'- .~~_..,._.='_.." ,...-.-.- ;;~Ö

.' ~.~ . j,,1lI1J!~j;Ll~(CEq J.lJl\,;;,~~~lt;~i/j~J;;';;;'!II .
.. .., The Celifornia Energy Commission (CEC) is the load agency for

•! climate change Issues

1I11l1tll!iIl:ll>l~n-'1':J.:!l1n<J'U,,~ftI~1] (CCP).
The CEC has a large Climate Change Program (CCP)
1J\lllIrmill:llDl~It!J;i!1J\illlill~['\ 1t>1t1.t4'.iK
The CEC prepares the Celifornia Inventory of GHG emissions
CCPl'H~lIl~ i!. ii'11>ill.:liilli" /lIlli' \Il;liiJJ.QiCl<I:J:.!{I\m .. - "'1'll iCill~!'( 1t>!l:1.t~JIJ1l11!1
61
The CCP providos guidance on reporting end certification protocols to the California Climate
Action Registry, 8 voluntary registry of GHG emissklns
/l11lItll!~:Il!il~i?l!lj~J,~J:L\lJ!llillfl'l>li1] (PIER). illl4iI]"jt-~!jlJ!ilim*n<J1!il6:JJi1fI~n<J
1lfl'lJ:.!{I\ftJllJ.
The CEC administers the Public Interest Energy Research (PIER) Progrem. which funds
research in many energy-related areas.
1I11l1IJ!iIll:lHl*lliJll~,ll!lllJlJIi'1il. t<>lr.. l1!liIlo!Jo •.fII*Al1jiTIiiFhif;tll!
The CEC promotes energy efficiency in building standards, egriculture, manufacturing, end
water systems

5

iJlltl, f<J200511', ,J('llgl1)jj1i'X:li'~t, :lJJ.~Jf~, tl:~. tl:*.fII~~IJ,jili
(J(J Iii]n-t • _~1i:1:W:r.tJ~i!1!~l;:..f!:.I:.~#:J'.~r''t H~~fU::j i.:(; l'iJ 1J"tl: rlljii>fl.;.:~ikl
California: Standards that wiU achieve -the maximum feasible and cost-effective
reduction of GHG emissions from motor vehicles; taking Into account
environmental, social, technological, and economic factors must be adopted by
2005.
LIli5!~W\ItI, *1OC38JJj'(fOClIlllili!iJ;ltIiY:'i(' (j.j;/tlti!tl:IJ:201011'&£!l> 407}j
i~.. Ii£ItHifl'}j( '1'H~8.5%
Connecticut: Adopted 38 dirnats measures to reduce the state's GHG emissions

by 4.07 million metric tons. or 8.5%, below projected levefs in 2010.

:lfrff<i'YItl,4i~fj. fMm"y''lS;'1IiY:-i!'i~lIo£nWiiJl.. II!Jl**Itln<JIolII'lIli'1J
(J>:(E20051i1il.1.:-i!"(U>1I'lti It 199011<110£1>3.5"
New Jersey: GHG omissions reduction covenants signed with public and private
sectors to reduce greenhouse gas emissions by 3.5 percent from 1990 levels by
2005 In accordance with the state reduction goal

!R fi'J1S-ffl(J(JliTilj:j:OOi1u.
Renewable Energy in U.S. States

~11tI. IU1J/1Ilf"J~llil~f~<J'1Un<JiililJ(lt'l~(iifi'i~trmiilifi'll'l, l'L1'lJ20U•
California: Utilities must increase their sales of renewable energy by 1% per year
until they reach 20%1,.. "'1ll1tl, 2009<l'üjIU1Jfi'lI'I'i'rrj4U~lli*rJur~i1:rl1!iili, WI'lt'IßI1unl'lJl,.....:Il:1tIrmiili!:iiilild:IiII;i!-1' J!l!¥- U III
Massachusetts: 4% of electricity sales must be from renewables by 2009,
increasing 1% per year until the Massachusetts Division of Energy Resources
sets an end date

I'lll'iiiltl, m;;';~Juri'i~trl1!iIHi it ItJ'lJ2005<i'lt'IlnIX7", 2007<r~J9", 2009'1'
~J11U, 20111l'JJ13U, 2013<1'~J15"
Nevada: The percentage of renewables required rises to 7% in 2005, 9% in
2007. 11% in 2009,13% In 2011. and 15% in 2013
ttfr£~Wi:l+l1 f!J2009{f!. r:r~tIlJ.j!; ':i. fit:)) i.~~~2000.;IiL. ~t:fflilll!JmjJIY-Jt:J3%
Texas: 2000 megawatts, or about 3% of Texas's generating capacity, of
renewable electricity required by 2009.
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J!:l.Illa'(jjlj(j,} (CCXl ),l' 'NJ*i!I'.('lWn<JIt1Jj(t'ij,}Jj~
Chicago Climate Exchange,€) Inc. (CCXQ!» is 8 GHG trading program
- t1tY;J:;(j-'l'üllfif.l~(' (Wlo£lttl~n<Ji:I~. i:n-"'j(~iljJS,
- tho world's first multi-national and multHsector marketplace for reducing and

trading greenhouse gas emissions

- jtJHm'&ttn<Ji~\ij. Jj,\lIilll.1t'~~Ll1Iti~ll{{j rtl\ll'tJiIlX 1f;I,t,'.i<,~, iJirilf<il\.
JU,m)'r.marnl lI<n<Jif.l:,('l j.j~II: rli!$"

- the first voluntary, legalty-binding commitment by 8 cross-section of North
~:~~~:::::ra:dr::ci~uGi~ß~lities and other institutionsto establish a rules.

CCXl!lI1i-l'i!!~!"l WlliCfll rlJ'Ht WI'.f;
CCX Includes a GHG Ragisby and elactronlc trading plalform

2003/1'9n iIi/&;(j-.:t\ll:j,}
1st trade was September 2003

l1,iifj(j,JfIllI\t'j~Jflj'UC02-;l!ji;
Trading currenUy around $1/1:C02
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~l1\IMM(t.jiiJN1:.fJEiß(
Renewable Energy In U.S. States

331-ffl n<J500~1-'IJ:JJ/flln "JJt~J" J:.l~~iin'j~I:'IJ;iJ
More than 500 utilities in 33 states offer their customers the choice of
renewable electricity

151-ffl LlilL,i:il'Ii,'irJ-gjll"~~\;tJi t.f1ifjfj~:rrnillillj~n<JWr<. 19981['3'\
20121;cri'JJ1J'J'TIfN!IJrnillitii n ((1iMi~~ljmilL.='-I' Jeil
15 states have established clean energy funds to help support growth of
renewable energy markets --such funds will invest nearty $3.5 billion
from 1998 to 2012 for renewable energy projects
121- ffl s:um I TI[ jlj 'Urnilli1fi;J;,,/lI:
12 states have Renewable Portfolio Standards

~1m'llf'i.~?l:&l
Chicago Climate Exchange (CCX)

Cl -tH!.~;;;-ilHll:.'.\1ITii1W!tlJl"lIX~lll StoteathathAv •• R_DbjePortfuIloStandard
lAPS)
lI.ne.:U~i:lHtllnriIJ1:.fJUQ'(l41~:r.:niil. I!tIi-lfRPS:'il.tJ;;fI'lx!tl.tTli:t>i!8mteshlMve
voIuntIry renewable llner;y go.ta or RPS-type legIu.tIon wllhoul enforcemom ptOVisiona
~==:"RPSsf.-ff~iiTjlJ1:.CJ:;DlInw.1il!lifl!J.a~ Statu thaI do not hove RPS or renewoblo

"';:;~-:~.'~;'::;i'(~--:-'.';~:"';;.;:",';,_.;~v'~~;;'.~~-"..."...",...- ....- ..,-.~-~...._~~~-~;;.(=:;:;;;.....

~a,
'i. ~.Hri)lJ~tFtk 1*

Partnership for Climate Action

Each oompany commits to: 1ijl'~'f.J.ij{i1il
- 0Jfll;(jj-1'ft:-'l1i!!~!'(j.jntt;;r<!JJt. iIl1ii\'i'l.'IllT"]lUfJifn<JiJllliMl\liIJ~l:ilJ*

!J<lll.ii\- nü' Publicly declare a global GHG emissions limit backed by the
management action, ~icies and incentives necessary Ie achieve thai limit;

- 3.'1.1;\. ;Or.;:, 0JfIllWif.I;;!' (j.j/llt~1Jj(jil Measure, track and publicly report net
GHGemissions

- il!mQ~lIilliIl/\Jt-ll:iI.l{j'l(:mjJlo£nil.!~!"(j.jjiilÜn<J!2~ To employ innovative
strategies and share experiences related to efforts to reduce GHG emissions

- i6J\Ä(~~f~J.J:Ales", BP, DuPont, Entergy, Environmental Defense, Ontario
Power, SheD, Sunoor Enetgy

'llXli'?iJ1l'tl't<fi' (iFJ~.I'j!lj1) 1111~1'0iiJftlr&. ß:1J~'lllJr'(jjl;flrr<!:ilJ. ~H1Utill
1i!'1Wntt;;
Partnership for Climate Action (Environmental Defense) is made up of 8 companies
dedicated to climate protection and to limiting and reducing their GHG emissions

"

;:::::-:, ~
;;;;;;;;;W

Renewable Energy in U.S. States
sX!l1\I~fH(]<JiiJN1:.~~
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9i! l1\IlJilrli lk ~!!-((1l!flMlIi!!~1. "li*~f.lffili1ll.
Energy Efficiency GHG Mitigation in U.S. Cities and Co~ties

'="''''.-'.='''''.'='''.''''',,,_, .,--.~ .._...~_...., .., ::...-SÖ.
;J:l!Q140i: 1'Jj,\ Iii,flJll~lj 7"' ljjllllv"Jj,\Iii'Iji Il-i,/;JtJt!!jj
J:f.{\\r.',?iJrn t:<l.'Il'JIMf htn<Jft:-'l1tJ:iiiq]
Over 140 cities and counties in the United States participate
In Cities for Climate Protection - a global campaign of the
International Council for Local Environmental Initiatives
,ICLEI)
2003/1'. 155.r.,Ii~K~i[ili'f'JjAIJ:&:O/.!J-'ß}f,Jl'JiUj:l/;
JttH~r~l4t~lUll)ji\:.r(rf., +r{t~:J~;nYJ .ju=;rj;.}ßt ß.HI£
1c-'l111i1li'lIO/A'J1n<J1ol<Jl/}
In 2003, 155 mayors of communities representing almost
50 million people issued 8 bi-partisan "Mayors' Statement
on Global Warming,. calling on the federal government to
join their cities' efforts to reduce the throat of global
warming

PEW1blk'H*~ $tl!llJPf.:
PEW Business Environmental Leadership Council

-.-,•.•_."..,.".--"..•~.,~~,.--,..", .".O',',',~"""',"'''','''' -- ~7. '.' ~Ö.
38:iti1lJl<il:jUIll!i!I:ir~ !Olin IJ fjljl .....ft:~~i:l
38 member businesses set GHG emissions reduction goels end agree that.

- Dril. l'iJl<il:JI<rmtJlJt'J1J~it(('Jllqi'l"'*:l:'lm!O'nllitjloln~JtIl{:'U1m,'\\. :i!lli:~"';;
lRllnOfjl, :!!\I!{jlltll'1l1ii"'.\/.. l1iIHJ'~J1U:ll.WtJltfi

- businesses can end should take corcrate steps now in the u.s. end ebroad to essess
opportunities for emission reductions, astablish and meet emission reduction objectives,
end invest In new, more effICient products, practices end technologies •

- ;;(IllV,il((I~""U1fl<1'llili,.rl/l-I!>. IDM, jHIM.(/ll~illlilil'JlIli1~J.lIUlh:!!!lilltff'tIl
~l, Jnt\l!il'lI'1Y>ilMlliÖ<!>4J!;-"lJ<Ji:ll. ",l(jWlt:JI!~lI'1l!tJ.

- The Kyoto agreement represents e fIrSt step In the international process, but more must be
done both to implement the merkot-besed mechanisms that were adopted in principle in
Kyoto end to more fully invotve the rest of the world in the aoUtion

-- Hll'Ufff\llITMlll'1il1. .. llJi:tU .. IIlI, Jflilj'}~ff"fitl. UfJilrmtJl~'UlJ<'{~t"W~
Xa~~~UIilJiW~~mxll'1U11!>

- We can make significant progress In addressing climete change end sustaining economic
growth in the U.S. by edopting reasonable policies, programs and transition strategies.
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t!t3't'Ci~~f<
World Resources Institute

jlt W.~ill!""0 ()<J!i!0.'I!:iJWJiJ,f Zi:'Nn~rI112ilil:k~: \.),ftljlt W.~ ill!Q.0
~LI&(t;~iI!l. 'j!J.)J'nfZi::Ii':>lklIiJiJ. f'1!n,jl&*~q')J(t;:rr!l't!i!0.I\!)Jilj
JiJ0i201 011'.iiif'J1OOO~~bL
WRl's Green Power Market Development Group is 8 collaboration of 12 leading
corporations and the Wand Resources Institute dedicated to developing
corporate markets for 1000 MW of new, cost competitive green power by 2010
IIJ1ltW.:Ii':~i'."1m>:Zi:I!t~J!'JI0Zi:A\)()<J.jr!w.~ifJ;i''''0i1,\:;;[,( #~~"lIilif;lJ.(t;
lUrie, :M'T1ltW.X.I~iJ..;'I(t;IIJ~'Ji~!J(t;iI,\)i(L(#/Hf.lUU"trji II (t;l!I
*MI!;~'f,F1It
WRl's Greenhouse Gas Protocollnitiatlvo, convened with the World Business
Council for Sustainable Development its mission is to develop internationally
accepted accounting and reporting standards for organizational GHG
inventories and mitigation projects through a multi-6takeholder process
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t!t~!lffB:41.J:!i!;~f<- .,tfr~HjgtiE~:;!\.
World Wildlife Fund - Climate Savers

Jt 0 tiilel&Yl ~fij i!IJ;i!ll )iLL !it;lIf]Uli()<Je'J:liWHk1J;l:;
Goal is for member companies to develop innovative climate and energy
solutions
n,J<Ylj,;j~*1Il 't!it~lrmillil'l'm1mllll. {;!t'iil1WJlj~.jOIXWJlji;lJ
Companies adopt a comprehensive portfolio of cUmate and energy
management strategies that include a mix of Immediate and longer-term
actions.
l.IllI:Yl j,;rrJ'J<ilHIli;i!-1"i!l:,[' (i4'~II'.n UtiiJI'!.I!.I:Wml~-tJjoJ1.!i~~l'jmllll
li!'1<1ll1j'i;lJI,Udti;.l:9<IJl.:::I,\IUllUJ'J"Hl-J,11llIt
Companies commit to an overall greenhouse gas reduction goal and work
with WWF to outline the key action areas for achieving measurable
reductions in carbon dioxide emissions.
I£llltir.s: 18M, Johnson & Johnson, Polaroid Corporation, Nike, Lafarge,
and The Collins Companies

______ 'v.~.~._..,_.._.~_.,
" '"' ," "'." l: t' " • ~, ';" I \ ,:..:~' "."
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, , EWFß

BH,,(Jnht:
What kind of targets are there?

ri~ n h: Economic targets
~>f7i'.{ h';l H If; Cost~e(fectiveness targets (social perspective)
-r.f_ f J n t.f, ProfitabilIty targets (busIness point-of-view)
{;;ii'iili f) 0 If. Ability-to-pay targets

Absolute energy use
Absolute co;.emlsSlons

Relative SEe or EEl levels
Absolute SEe or EEl levels
Benchmarks

ttfi:tPr Ilr ~;t.:.,\rdjtl(!'.:.IJt,~:;i-i'.1 Specific targets (SEC or
EEl)

III '. ';'J5EC'UEI 'I,'"
n:: ~~j'JSEC~VEEl 1:;;!

-'I""
d:. ': L Ii Absolute targets

1"..:--ilii!.!ii(]tf.
H~l. C02j-j;~"'i

I
I
II

II
II
II
II
I
I

: <,.. " , " "., ECOFYS-..

Contents
.I'IIi!UIiUifHIlll'.#.

Key elements for monitoring of voluntary agreements

'1~J1,M~
Example 1: The Netherlands

• l~j2, i!l!I;T~.JE
Example 2: Australia

.!liJ3, IO:i!II~Fhl!iHljJirJ
Example 3: European Emissions Trading Scheme

.lti~
Recommendations

SEe = specific energy consumption i1"I'L/"',\I, fr.~f
E = energy consumption by the sector

mkrr.i1f,iil'lff;~Jit
P = production by the sector

If)/krr<J~i.':l,t
+~only suitable for homogeneous plants I Hi1i1UI,'j~r.r'

I
I
I
I
I
I

: . ',' , , t."' " ECOFY~

EI jg i1J,~:x.8~llrl: 1i'f~ {i,
Key elements in monitoring (of VA)
• :'~i~!'tj11:fJ(J') 1; ~';"tj 11
--fuir} 'Jthlu';\-'~;1.ff:.n'm~1,.i'i'jlt1:{}, 1I1,.ill, 1...~i.IJn:II!;!; tt~
Clear and transparent monitoring guidelines

-Guidelines should give firms an overview of what needs to be
reported, ~ it should be reported, how itSFiDuld be reported and
to whom .

• l~:.;'-I:'\:,
--rn HI ,j.-') l'i!;;:J: 'i::f .. 1~., it:i:i dr." .~~~;J~":"f;:
Independent verification

- An independent party should verify the submitted information and
guard the monitonng procedures .

• j:jfl'HJ j:tu~i'I-(a
--11 [,I,f) :Z.A'J;~'I: lIi';t jJ ~1.':u'1Itrt1 fl,
Periodical Independent evaluation.

- From time~to-time the effectiveness and efficiency of VA should be
evaluated

I
I
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~P'SECL- I I

EEl = 100 . ;=1t P; . SEC;,...!
;=1

100.t P; . SEC;,...!
;=1

CI energy efficiency index fm~m Vi
co numbc:r of products to be aggregated ilJ~-n-J£l'JCJi4;M,.f!l~
• actual SEe-value for product i jb:M. i~I~U~JSEC{({
""best practice SEe-value for product i YI:M,incJ~f1:SEC{(f
""production quantity for product i j'~:RrIi l'JCJi'"J: lit.
= totlll actual energy consumption for .11 products I1i {[iOW, O'Jrr.ros I.t
.. total reference energy consumption for all products m:tji'~I'uJCJrmJt::&Jj .tt1.l

EEl

fIo" v' v

SEC = specific energy consumption Jl'.j!i.j"',\MJU€
E = energy consumption by the sector

tT~rr.ill!iI'lt€,~I,1
P = production by the sector

ld~O'J~i'''lil
~~only suitable for homogeneous plants! nitiJiJI"l~:CI-

II
II

II
II
II

b. Cement Energy Efficiency Index
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b. Primary Intenotty In comont production
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• k',:1~jj!Jj+.H:
Confidentially of data
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'" . ' ECOFYS

l!ii~Hjj)Jf Monitoring Protocol

1ft ,}I ~1fln;f~n Most important items:

• l:rll~jif~fl'J V!t
OrganizatIon of the monitOring process
~;lffm?ifr'Jt;';J\.
Formats for monitoring reports
1[.Z. til~:C,ff.if-t .:J iluti\: -~jt'.Jl-; ~.~
Definitions on e.g. energy use and energy saving measures
iI ~:. Calculation of the
- fIt ::zH"i;L Energy EffICiency Index (EEl)
-Ilf .t:jj~;~'.m"t.1 Renewable Energy Index (REI)
- fi~ :f(PJ~ if "i.~~~t:.: Energy-efficient Product development

Index (EP!)

AllnualP'Dll'.':
-.-ullcIn e,*!D' S.~Ino'""11......'*""'.,."'tiorI.'*0'..., • .,... ....
-cnlnoeln ~"'*OY efl"lClency end
corr .. pondina CO,-I ......

Fin ...

" " ,,' ECOFY.S

fjt:<~m~ Energy Efficiency Index (EEl)

EEl = 100.__ E_lo_I__
n

LP; . SECi,reJ
i=l

rr1i.',':}J't.;.J.:
Annual monltonng requIrements:

• ,t!(ttHEIOt) total energy use (Ecc,)
• :l;if7-,"-.:Idl~J"'< (,;(PI) production per product (PI)

d,;f\!'U-/lj<'l:
To be determined initially:

• tr~{::r':"I!MiHlu'1"'$~([f!~reference value for SEC per product (SECl"et)

3
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Total_ eon .... ntiolUll. ren._ble, lind electricity", •• , from CHP aubll .. 0V«l installation

Thill '- including n.tur.'90' for CHP wh." CHP belong. IDown Inlmlbtlon,
nd exdudlng natu,al g .. !Of CHP when CHP '- outlido own In,tullalion
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lECTRICITv
urch ... d."ctricltyloiai

wn u" 01 'IIne_b .. electricity lrum parUeipotion •
wn gen.,..d r.n•• bI. "'cltlclty (Dllcludlngblolullla)
uppliedlllecblcltylotal'lolhlrdpclrti ..
IIV1OnulI-'oc;blcltylotal' !ogtld

"'TURAL GAS
urc.h .. ed natufalgal
uppliMl natuI'll1; •• (to third p.rtl •• )

EAT

urd! ••• d h.. t lotal
wn u.. of rtlne_b" "-.llrom pllrtlcipGtion I

wn ~.n.,.t.cI "~O_bN helallellcludlng biDlu.b)

upplilldh •• tlotlil lotttlrdpar1i ••

EMAINING FUElS IHeL RENEWABLE
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""'I"

'W'
.Wh
.Wh

.Wh

.Wh
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..
En.rGyeon."t V",
IGJfN

199a 2000

1I.00E.o3

1l.00E..Q3
G.OOE..Q3

lI.ooE.o3
".ooE..o3

- - - - Ö - - --0

2001

- . " , , - . ECOFY,S
~1!:;'r.',&,* (Jh'i ~il~lt\( 1-:iJ;l~~' )
Independent Expert (Novem)
• I "II .":tt.iV' jlf.!y. ';':; '1'1 l :!l! ,o'. (3 j~fi1 5-: ".':{:.;;:m::.: :j i;l ~!l-'~~I.'

The Independent Expert (Novem) is appointed and financed through
several t4inistries .

• l~if~ iJU?.ljij fq HP~:~:r: ;.:m~~H,;I'i!j II) i{ hH-i '~".j!'J';:: I

Novem verifies whether the monItoring reports are in accordance with the
Protocol (weak verificatIon)

• 1';J :'. ~~~qIj;).],; .\Ci...:':."1i~::l.a fI! ".r.';~(jlf,.I{~t'CH::',~:'ljilr.t~~Hl~;!;'1q'i'i',J.l:,
Novem does !1Q1 validate the informalton in the monitoring reports, by
checking the Information with independent statistics or performing Site
Visits

• l:r '.:!it,l:;ll')lpi' 'Mn lJ. _"I ,r JJ;};'1:, 10k 'ft}. [{Hj'j. 'z't,l:lVJ fllJ;~ 71 -':1:1'If.'~il' ~.::t:I',
.f!.
Annually Novem provides aggregated information to branch
organizations, local, regional authorities and t-1inistries

II
II
II
II
'I
I
I

Firm.

Au.trialian Greenhouse Offlca (AGO)
tl'llatslnlDmllllIona.c:om"'erelIillnc:ontldenlwtlhlhee.tep!lono

ublic:.t.I.",.1\ttI ubh$hedon_balteAQO

AIW'tuaIPlOgr.. ,R.polb:
-d.llillaolthelr..m.r,lontitlwntory,
-.",naure",enlof.",.alDnainlenaityt..aedon.hy
parform.nc.indlc:.lor(KPII.
-."J' c.ha.' 10Ihe o~niuliont alrucllrl'll

I
I

I
I

I

I
I
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I ~.

1!1uLf~~~ (1)

Independent verification (1)

• !J"A.";,,,\:~iHt,'t"I"J~~'!b' 16uIILl"Jj~ :'I)~:lljtjir i1n~ n';
Finns that have joined the Greenhouse Challenge have to make

relevant documents available for random independent verification .
• ;;1 J~l~,1l',UI'';'':,!;,,£;-'.F r 1999 'rlO 1] i11jOet Nors\..e Veritas (DNV)ii- ;.;-\-~

\L:;I;!;<'!!U;IMJi~f,j:,!l,:' rll, 2002"'2Ij, LiIJ;l~ rrh~'fj(SMEC)'LI" •

.:,' -.:1'~
In October 1999 the Australian Greenhouse Office engaged oet Norske

Veritas (oNV) to manage the first round of independenl verifications of

the submitted monitoring reports. Snowy Mountains Engineering

Corporation (SMEC) managed the second round of independent

verificalions. in February 2002

i' .', '0',"", ECOFYS
I ~

11V:+;:I.~& (2)

Independentverification(2)

• i!t,:.:j:.::Y'lli[; CWH';111}iI,1 ;'f.lk ~Jij'!n~:l'J.ill(I!JI}<IJljjJjJ'U! J' Jei'], n
1J2002:r1i]r:~:,c J:fL!t iTTlr.l!~
A panel of independent verifiers was engaged to execute independent
verifications. This panel was engaged through a competitive process
and has been revised for the 2002 round of independent verifications .

• f~z~:~Hf~ li~,~lj~~1;'{J!~. h~~aiil T-,".j: VlJ.~(J:JCr ;[;#1'(. Lj.1Z1!l fJt .)~ TJfi5~\
;/d:r; WH ;~-f;U;L~~Jm~fhi'.l':lJ
The verification process involved checking data, reviewing the systems
used to generate the data, and providing guidance with respect to
improvements to data and reporting systems .

• !1i\f'~lj,!j'M,,~F'; f:,!]:: I ~rrL i). iJ~t'1'fi'J)i;HE
The verification guidelines ensure that verifications are consistent
across industry sectors.

! .' .' ECOFYS
I

1'!lUl:r,2~fz (3)
Independent verification (3)
• (:"J,,~~...!::-pl)\~.'~I;t(.::,ft ~1;,.J~16

Key Infolmalion items that the firms hncl to supply to the verifiels were
- .:;r,'i.,!,'jf1 ':li~~;lrll;'_~'lni;;ldk;':i:

a copy of the f\'lember.s Coopelalive Agreement and most recent monitoring
report;

- :l{ci~~ld~1~~~Jn/~~,~s~~~~I<liJXAtl~ns:7r~~i3~[;~c~~'i~~,~;;'i~~;t~~~~qUal'Ons
used. and the source of factors and equations:

- ,-I :-:1 :J;~U,l(l'!I},.:,:
methods usod for abatement calculalcons;

_ /I..J~ ::"Il~, ~~~i{"I,rltll ',) 1E,-f:.l:I- f.,
lelevanl documents, databases and C<-llculalian spreadsheets

• t2'f: (~.:-jJ.ijIlt ,rlJ'l ~'...I:'.i;j~r ~. ~,! t.:'1.n~(:'J i/I.:rl f-Hf:r tf .r~;j~J: f,'.;.Iii [:1;I-/:P \11;1'.
I.JO,I.'!-." 11'" 1i;","';'}W.;,"~,
The veliliers paid a single and sometimes moro sile VISitS. The seler.;tion of Ihe
number and location of the sites to be verified was determined after consideration of
the SL;:e of t.,.lember's invpntOl ies. structure, and Ihe associated costs of veriflcalion,

5
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{fr5I.jJ;i~:jRn
Annual monitoring report
• (J,:'1I'I'P~;:J:4IJll~fj:'~'2'(I: -'~P!.C:J!l~./d.l.~~'

Companies have to hand in annual emission reports each year
before 1 Aprl' over the year before,

.:[:''111 j{n~lil!l~l:~ll~:
The~n.n~~I, ~mission report shail include:

- \~';d.J,~~.ll,

data identifying the installatIon
- 11!;<. 'j,H'Jri'i~;1 ',;'::J,'t'i:il,l:, t:h",{jI:1j:fl"I-\(i:/V1"~I':1 fl measurement of

calculat(on method, (activity data, emissions factors and oxidation I
converSion factors)

- I, I oJJI''''~'' 1:J ,~."" r.. ;....JI';'ITI
c~,a,~~,es..i~method a~d'reasons for these changes

-ch':;~~~~{j~ Installations
• ~21~1~td~:~il"..;\"(:"~ ' i'r.'li'~fd!l;~)

Independent verification is necessary (strong verification)

II
II
II
I
I
I
I

Clinker to cement production ratio

Brazil ChINl ---- Ind.. ~M.:dco
'''',...

USA •••• South Kor •• 1
'0151"76

.. 1,10!1,05

~ 1,00

i"0,85

!-O,90;o:U8 .
.] 0,10

~ 0,7&

0,70
. 1970

Recommendations

•itOiF.II1 ~J,tj>.!l:" ~;:int
Make use of international experience

•ill iT J1!;d~ iiE 1 ,IV til!]'., liE I

Apply independent verification ('strong verification')

• tAl RU':I;IJ it':1ii ~ h;\ WI
Develop monitoring gUidelines in advance

-!illliif ;}I:i'i 'kf" how to disaggregate production
-tlii liifii'! il;[lU( how to measure energy use
-;G ili IV!) fJ jE if< n whether to use correction factors

i ,'0 ", •••••• ,. ECOFY~

I

I
I

I

I
I
I
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M1E:~a~llii1J~*
Monitoring requirement for firms

• i1~,~I~j;pf.,e,;lj!1i:J,~ ',)-1: III !!:j'/tl/(il:Jil:J 1'(

Annually. firms must fill in the survey which is been
sent around by branch organization

•. ii:~H~';IJ\j,'t'<::j, h'L {'.I'C':' ill W,.dc,f(I%LQ,
Firms must provide information on the absolute and
specific energy consumption

it ';;lrn '!l[,~i:3(A' ",ir.
Role of the Branch organisation and
the Independent Expert
• ~j'~llll:'J~;'JlJ!:(t:T fRWI. 1'/:iYJ ~d,~qfl',;.tj;~.;tl

The branch associations provide an annual monitoring reports to
an Independent Expert, the Rhelnisch-Westfalische Institute fur
WIrtschaftsforschung (RWI,Essen)

• RWr~IL!7: ':1 iHil~Hf 'If {J 'II"<J;["',,: I ~ ;'j', JIt:U ;1, ~h ',r ~:.lllp.J In-';" tJ ;'..-il :,~i!~
{f.J',;iH1~~i"J~r:':
The RWI was entrusted to carry out the first two annual sector-
by-sector monitoring reports on the base of monitoring reports
provided by the branch associations and official statistics

8
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I Annex 9.8.S ;,jVlx~1fZ;IJ ACTIONS

~(JfJnilb'i!'lI GOOD HOUSEKEEPING

1'.i'"I~l9.lIlJ PROCESS CONTROL

II
II
II

;}(;T7Jj~ RMI MIDDELBURG f;(fii'-~i\"ftnff1tm
ENERGY SAVINGS

RMI MIDDELBURG
THE NETHERLANDS

1989 - 2001

ir G HENDERIECKX

GIETECH BV
Jill!

LOW EffECT
SHORT TERM (IMMEDIATELY)

MEDIUM EffECT
MEDIUM TERM (2 YEARS)

INVESTMENTS

II
MARCH 30, 2004

HIGH EffECT
LONG TERM (4 YEARS)

II
II

j;J}i:lI. AGREEMENT

i\IU&~tUHrllk
fROM GOVERNMENT WITH fOUNDRY INDUSTRY

1995~ YEAR Of 1995

~ ~ INFLUENCES

~f£llfjl1!;J.r~J(lliiJft1m
Energy consumption increases with

3. Jili:lilJj('I"Quality Level Jili:lilJj('I"ll!illIncreasing Level

2. ;?;:.Iil~jJIJ type Of Material
~~~ ~t1t~ ~ Grey Iron, Ductile Iron, Steel

ifJ1m * Increasing Rate

Deueaslng Weight

Decreasing Loads. IfI;fJ\Jli Work Load

4. t$i'I'Jit'f" Size Of Castings lll::Iillllflk

1. @)1I'~i3I Scrap a. ReworkDECREASE Of ENERGY:

g1-t$iIlf111k2000~(JfJftUUt 1989~lIlflk 716"10
16"10 1989 COMPARED TO 2000
TOTAL fOUNDRY INDUSTRY

~~~M~mT~~~~~IA~~~~(JfJ~~
Except Energy for Environmental EquipmentWorkers Security
i!mlilft~flI\ COMPENSATION fOR OUTSIDE TEMPERATURE

II

I
6. f1ii'".II. New Products Ill:lilJfl1lP Inaeaslng Amount

I
I

f;(fii,-~ft~f£
ENERGY CONSUMPTION OF FOUNDRY

i.'I'1iSf'lFJ: EVALUATION PROGRAM

itä ADVANTAGE

I
I
I

1'.i'" PRODUCTION

MELTING

HEAT TREATMENT

COMPRESSED AIR

OTHERS

~*l&i'".II. NON CONfORM PRODUCTS

i3I REWORK

lfll2f@)1I' SCRAP

t$iIlrz~~~~$1'.i'"~~~~~~~
fOUNDRIES SHARE KNOWLEDGE AND KNOW HOW

ll!:*J$lii EffECT IS BALANCED
iJ!Ti\lu(fl9.1tl EASY CONTROL fOR GOVERNMENT
iJ!T:ll::lIklfll'1 EASY REPORTING fOR fOUNDRIES

~ä DESADVANTAGE

ii!lm7~lailifl; COVERS BAD PERfORMANCE
i!t)(f~f1l1kz~(JfJfil'l>

CONfIDANCE BETWEEN GOVERNMENT AND INDUSTRY

I
I
I



I
I
I
I

'"'~1II11" ~
= ........
"..
71
71
tlU t'H 1112 ,.,. 1IN 1In 2000 2002

YEAR

I
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I

flUlENERGY EFFICIENCY -+-RMI
-=-TOTAl NETHERLANDS

I
I :(.Ij~RMI MIDDELBURGWitrr

mJit7J<.'l" QUALITY LEVEL
1999~llirlIl1lll. z$H~
INCREASING TO 1999, DECREASING FROM 1999
~tl; DUCTILE IRON 1111lll~%

15,9 MJ I TONNE
17,0 MJ I TONNE

~T1995 FROM 1995

~T1997 FROM 1997

1994 1997 2000

PROCESS CONTROL

NEW PRODUCTS

~~li'il!b'lfll GOOD HOUSEKEEPING

.l!LflU~ ENERGY PER TONNE
~~1':Iil'l"~ill AVERAGE NETHERLANDS

tll:lUNVESTMENTS

1992 lfll$lll:~ MELTING EQUIPMENT
1997 !li!lil!l!"'I. COMPRESSED AIR
2000 !l!~.m.!i;lll~ SAND TRANSPORT AND MIXERS

II
II

II
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2000 __..•

• 2 2
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The government from the Netherlands did make an agreement with the foundry industry to
target for a 16 % energy decrease in the year of2000, compared to the reference year of 1989.
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ENERGY SAVINGS
RMI MIDDELBURG

1989 - 2001

ANNEX9.8.6

ENERGY SAVINGS

1.Agreement

The target has to be reached by the total group of participating foundries and no individual
foundry will be evaluated.

Each year, the group will report the results and make comments.

The basic figure is the energy consumption of a particular year compared to the energy
consumption of 1989. It is called the "energy efficiency index" or "EEl".
The energy consumption for all the participating foundries was 17,0 MJ / tonne and 15,9 for
the foundry RMI Middelburg.

Itwas agreed that some energy, due to:

1. fluctuating temperature
2. extra equipment to save the environment
3. extra equipment to increase the working quality for the workers

was excluded :from the figures. So a correction for them is made.

2. Energy consumption

In a foundry, melting is consuming most of the energy, between 40 and 60 %, depending on
melting equipment and product.

After melting comes the heat treatment, which is especially for steel production high, less for
ductile iron and even lesser for grey iron.

The most important consumer after these two items, is the production and distribution of
compressed air, which is used for transporting sand, in shot blasting equipment, fettling and
other equipment.

The other energy is consumed by heating, equipment engines ...

Ir G Henderieckx GIETECH BV March 30, 2004 1



But the most important factor is the "non conform production". A product, which does not
comply with the requirements, needs at least some rework. But it can be that the casting has to
be scrapped, which is a total loss of energy.

It can be that the first year, it will give a loss of energy due to the learning curve to
work with the particular equipment, especially if new techniques are involved. This
was the case for RMI Middelburg with the new rotary furnaces, operating with oxygen
and natural gas, in the year of 1992.

2

ENERGY SAVINGS
RMI MIDDELBURG

1989 - 2001
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This can be done on medium term (2 years) and will have a medium result, depending
on the current amount of rework and scrap.

If every employee in the company is looking for wasting energy like lights, running
compressors, filters ... , and some energy savings will be obtained.

The foundry must know its process and control it. This will avoid extra work and
especially scrap.

The investments need a proper study of the necessity of the foundry and the
possibilities of the equipment offered in the market.
A good study will need 3 to 4 years, included the installation of the equipment. The
problem is mostly the lack of capital to invest.

This is possible on very short term (immediately), but the result is low but constant
and has no cost.

Process control

Investments

Good Housekeeping

There are three types of actions, each of them has other results.

3. Actions
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A small and complicated casting will need much more energy per tonne than a large and
simple casting.

The rework and scrap rate is the most influencing item. By controlling the process, it is
possible to reduce this rate by 50 to 60 %, which means a decrease of energy without any cost.

Then the workload is important. Each company has a constant level of energy consumption
due to the offices, heating and stand by situation of a lot of equipment. The more production
the lower the influence of this constant level and the lower the energy consumption per tonne.

3

..- ....--. -.........

/' "f ,r--,, ..2I\l~~t.--..~
ech

ENERGY SAVINGS
RMI MIDDELBURG

1989 - 2001

Ir G Henderieckx GIETECH BV March 30, 2004

And last but not least is the fact of "new products". Each new product will have a higher risk
for scrap and rework, but also the production is not yet optimal and a lot of time and energy is
lost by learning the production.

If the foundry is changing its program by making other materials, this can have a large
influence. It is clear that grey iron needs the lowest amount of energy, ductile iron some more
and steel much more, due to the higher melting temperature, larger amount of risers and heat
treatment.

4. Influences

Another factor is the quality level of the delivered products. A higher quality level needs more
risers (which means material), which must be removed (extra fettling work) and mostly more
fettling and testing.
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6. Conclusion

5. Particular case: RMI Middelburg

4
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From 1995 on, good housekeeping was introduced and resulted in a decrease of the energy
consumption.

The cost of all efforts is largely compensated by the profit of energy consumption, which does
continuously increase in price and has sometimes quite some shortage.

At the end of 1999 the increase of production volume as well as a small decrease in quality
level, the full efficiency of process control and a new investment, did compensate completely
the increase of ductile iron and new products and brought the result to a very good level, 78,2
%.

From 1997 on, the quality level of the products did increase and the production output
decreased, which resulted in an increase of energy consumption in 1997.

New products came in, as well as an increasing amount of ductile iron production, from 1994
on. This negative effect could be compensated by an increasing production volume.

In 1999, the start of "process control" and the investment of a new "compressed air
equipment", as well as a decrease in production and the increase of quality level, resulted in a
small increase of the consumption, after that 1998 was somewhat lower.

It is a very good exercise for the foundry to be faced with a voluntary target, which should be
obtained for the honour ofthe industry.

It is clear that before 1995, very few efforts were done by the foundries to decrease the energy
consumption.
But RMI Middelburg did invest in 1992 in complete new melting equipment, which used
oxygen - gas burners instead of air - oil burners. This was a very new technique and little
assistance was given by the supplier. This resulted in an increase of energy consumption the
first year. But after 2 to 3 years, the melting energy was decreased by 20 %.
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• The relevant government authorities should assume certain
responsibilities according to the agreements.

IljI"C1I'P'utIIIL j!JI,,; IlH"::),, ('[;JI) 'liI,',('1 J, If.
• The government should supervise the performance of the

enterprises involved in the CA programs

u-'{rf.fr'~:hl'I j ;1~~!:(J~Ii lJ
• The government needs to provide incentives for the enterprises

j}I,:rf,;' r:2 'J<j .i1~~I~:,fL:,~,fii l)i~J Tri
• CAs are commonly enforced in conjunction with other -non-

voluntary- regulations and policies.

11[;.\illi ('i;, 'j".11 1'.11';';"r-n:UnJ 1'~;iJ

The existing legal and policy framework has provided a good
foundation for energy saving practices in China.

J.IUfll'J;1:il'fl1J'~;I~~~~J)~IJ;'jl:rf\'1!~:'I~)' 'i'.'!.llJ'i"'JI,I,ii:H

The adoption of Cleaner Production Promotion law provides new
mechanIsms for energy savmg.

~~ih~i~~ill;l: 11)~~~h~I~£r~mVtJ.rn~J~~

ri"j~(;n: t'H (;~ i~.J,(JitJJ~ 'ii..Tnt 't: !{m (j~.I]:! jJ'~I{'J :r;nr~;T/.UI.:'
4'~r~Ji~JfIlfHH ir t~.i(. rJ (~~'f~I~~tf -iLl! t !I( I"j '.j;J','L ;iZ (I'J li L II I.J.
~-jJll Iii] llJ ' iF'£ rf'1IJll:J J'~ 1) (i:- ill:1!L iH '1.1 ';':In ;:rll'J~~IIIJi;U' tJ. f:L (,t {t~'.1:~ 1
i....it fl: Pl iZ.

In the last six years, ECl has played a very Important role in
promoting energy saving for China's industry sector,

it.d :!;(;:J6~rl-!', iJ aLl; li:fJLl.!!. t 'II:jJ liE iifitl 'f':"Fi' f ,f,. '1l~1\ IjJ

CA is a new policy mechanism in which enterprises can reach
agreements with government authorities or institutions authorized
by the government. and promise voluntarily to reach certain targets
for energy saving in a given period of lime. In return, the
government authorities provide incentive measures, regulatory
relief, or publicize the performance of the enterprises, in order to
stimulate the involvement of enterpnses in the voluntary programs.

Cooperative Agreements on Energy Saving (CAs)
'Il" fiE 1.';-it tJJ- i:Z

Cooperative Agreements on Energy Saving (CAs)
'j'ifitirf'FI,IJ,i:Z

Policy and Legislation Framework
~dfi;fjliHI\flt.!4:!

.-..-.. -..-.
Development of Energy and Environmental Policies
fjEilf,[.ffJ.q:ljii&mB~ '!tilt
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Cooperative Agreements on Energy Saving (CAs)
TjfjEi~ftt.J}ix.

• Compared with mandatory measures, CAs can provide enterprises
with a dynamic and flexible mechanism

1)';j':aJtJt~r-n ~tilt. {in" r1ji{IIJ h :I:~l':,~H~.;JJ.b, '!..;'I~'~;~JIJl;llti
• CAs can promote the transformation of industrial environmental

management from end-of-pipe treatment to cleaner production

{.'ii.:!; r ':l'n.r\~-i":,~IJ, 1:1~~ldi~ H;tJii1,1:1''-' H-t
• CAs can increase communications and confidence between

government and enterprises, and between enterprises and the public

!J.tJ'/tJ-~1ff ifl.(~"" '1l~.:2:.fL1Jn/1.{.J i6 fn ~:~(,~ (f jfljiJIJ

• They can help to reduce administrative and enforcement costs

-[Ltt iLl: il::i? 1:2 'Ill Jm~~ifrft ail] (l~ ;;,i 'JJ;.. l!!. f-f flJ T-~;fM.'is'j1jl f11'.j;!~llihI{ ,j:
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i':;:~r'J'JJ:'{ ;J~;:':: tll. ~ij [I/.~ iWn~;'n~fu
Incentives: Exemption and reduction of pollution levy

j';'i;::';':.,iil'jft l.:jiO~..2,', ~~r:l,~Z!:;-r.r:t I'I:!'.. ~'f~,( ..H'~ t~[(!:,J:i::!:'. ~:I ',..
~j i;rf::"'~;'jt"'~:.:.,>lj'i{ljDt Lu:'t.'j,~~-:_.I;U; ;-'hJI;

r':'lq, Ilrj,; i::'! r{lt, i-i. ':.t.::.JI"J',lfi(j.;j';f[ 'i:1:~f./.ll'~-f~I'~(:::l:i:ll~l{=::.J,f::'ll.
\l~'1111': :1, t'l. j:;Jh Ii) '1:1;( q -JI.I;2.lJ[ hd,iJ :n.I"'-L.\IPf~f!: J,

l~]JI~. n j'; ~::;,r,:" <j ;; It. +Iii <. l-J! " ;',; ;;r{(,~;,,~ 1Ä:,!",11~j,u:.-"2- :~H::i') ;~?l~:1;!.~~ f1 "I)- f'e ,~:{
':jl2'.:,f;.. ~.r.:,!!,:-;-itt.rti~l''r'l.f):1. !L- ,'.b\[1q 'i i.'~VJ~rlfJ~

f:!: rVI h'.It J .. jl!!. i) r~(,1:r~,(ff1f.f~~~~N~C'£tlj {;Il .. 1~~!J;11:;)~Ifrt1~Irf!~ lTil
f.2.r:, 'I~;."~ ,~, -,I: '-(,i:, ) r i',....~ I,,; ',~ ~!'i:;g1!.;J'::;1~if;.P~l.£::{~ 1\';. KJ Jt£ -1n [9: f:"T~ I;o!~iq;-~

J'f~t l~fl.!' :l;f~~i;t;~':I~, n"j:g:I;~;ijl:f[:llaU.
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Implementation of CAs
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'I' mD'!!kliffr: f.lt1:iJ:l(ma~~il'
Designing an Energy-Efficiency Voluntary

Agreement Policy for China

rf1tMtttta'Chlne-9DKIfic Conditions
~m'tJI!:JlURapid economic growth
.... lIlJllditNMd to lmprowi enYlronment.! quollt1
.J!tO:ftQJ3!fAat~.NMd to maintain -.nployment ""la
W.At5dfAil4t;bNMd to lmprow competlttwnou of
entarpriM.

Lynn Price
Energy Anatysls O.parbnent

Envirorunontal Enorgy Technologi •• Division

.....- , ~.~.~~~~..~~.~.!~..~~!.~.~..~~~~.~~~.!!.

~!I!IUlltl>ll(fJllt~
20D4!j<'}j30B

annex 9.8.8

Energy Efficiency Voluntary Agreement Pilot Project In
Shandong Province

ill*li~~13lt\ tf}i)(.~'?'(t9i ~
UNDP/GEF Ener,gy Conservation and Greenhouse Gas Emlsaions Reduction In

Chll'llllUll Township and Village Entorpri ... - Phase II
~W~~~~~~~~~~~~~~M

Workshop on Energy Efficiency VDtuntGry Agr .. ments
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'1'mT~kl]fJIljj)[m~j;j
China Industrial Energy Efficiency Policies Project

=_"'"'="''''oc .,="'~""..."•.."~.,,'c..:::-.:o..,"c''';,=''-=--'=_-='::::-=co !:~
lli m m ,"" ;.lJtElli~l{tJl~/'n::t1;E'j'in!lkllllnfl';f1lB(l(i&m, il!:;iJlJ(~&
~&.jßJ!ifl';;j;!ti~ffj.
Project goal: develop a policy framework and associated Implementing
regulations required to establish a comprehensive industrial Sector energy
efficiency policy In China under changing market conditions

1iI.il1lV1HHI-I~~trlltJlJ(m
Extensjye review of Intemationallndustrlal sector policies

- tM&!It;;1fI:/-lJ!oß( RegulatlonlStandardsfTaxation
-II}W[~,", AgreementslTargets

- JIlI~/iMiXt ReportinglBenchmarklng

- *,tRl'Ili Audits/Assessments
- f;f.Q.'ffJ.nt~I~rn Information Dissemination and Demonstration

' •. \~~,' ;'. "~-Tr ,-

,t, mT!!klill~iJ:l(~r.Gif.l
China Industrial Energy Efficiency Policies Project

ilJ(m('I'fli!J1"~.1Hi'~kfl';\;.l"I':JiiIlH1Hi7 ('I'Ift,
For each sector, the Polley Review Team evaluated:

- -Wrmm:li Energy efficiency potential
- *!\'!:Il':~~(J'Jß:jilNumber of large enterprises
- -wrmt,\::,f::~1i,l1Technical knowledge of energy efficiency
-U~fI';:lij,lo !l11J1, ti'l1Il, II}~
Sector strength: organization, management, associations
- Jt/i!!~al:, ~~t'j!l!, .w*~~Other benefits: reducing pollution,

saving water, etc.
-1JI1AWTOxHr~kJ'l;{f.jJfI';l;l>l~j Implications vis-a-vis WTO

competition

Po/Icy Ruv;ew Team chose Irolt and StfJeI sector {or pilot
~l:ii1:i'Fl;~ tiJi!l.f~iim-ol!:);jj.t,'i in!:
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'I' mI!!kl]Il~Jl3(~~ f.l
China Industrial Energy Efficiency Policies Project

-.. --. ~"~-."".".--"'''.-.''."-" ...,"-- ..."---.=-",- ...~x,~,_..~.~..=h~~~ ~~'311
:;:~U!lkilJ(llll~lIi'liIfN~ ..
International workshop on industrial sector policies

IjL;'LJIJ(m('I'/i~m

*rJljil~Ifll-li;, ;,'I!i'*~J", lim~rmilOffrW-,Ut:;;(fJ~~'i"c.,(J';-~'~
Establishment of a Polley Review Team:

Experts from former Ministries, Tsinghua University, Energy Research
Institute and Beijing Energy Efficiency Center

'I'mT!!k-1\.fJIli!{m~ ~
China Industrial Energy Efficiency Policies Project

, ;~.~~
JlJ(m<1'/,~!l1(1'/,n51'6i:~Ji!!I"i: ~
Policy Review Team evaluated 5 potential locations
- ,hhi, J:#J, ru:, lL'j', ;;;)Jt

Shan dong, Shanghai, Jiangsu, liaoning, Hebei

JlJ(lll('I'/,'i!llMH1' Ji!!1)<:ilHiI!>l.I'Ji,f1if1'; (1'/8,
For each location, the Policy Review Team assessed:
- h'dflllhJ J:1!rJnkhti'wrm.l1.:(M£{~U;~local ECLaw implementing regulations
- ;Wrm.I'I''1tHütt-t Activo in energy conservation
- U4ttf1~lY.:<t'~~Jf£ 11\ Number of industrial enterprises in the steel sector
- .1trn"'jfm.~7ffll~fiJEMC Presence of an energy management company
- .:e.I'HrWrm.rll,c" Presence of an energy conservation center

II
Policy Review Team chose Voluntary Agreements as the PUot Policy

Policy Review Team chose Shandong Province for pilot it1Jifi.f
$1I1~'?J:lj.~~':J'j jJtA.1ffj)
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-Implementation plan

-Annual supervision and evaluation

~ naf#J.i.>'.:~W!~JR
Voluntary Agreements: Key Elements

...... -- '.', ,.',.-,,',,'lJH.'_~ __ ""'.'T." ~

'Assessment of energY-<lfficlency
potential

'Establlshment of supporting
policies and programs

•Target-selting: long-term targets

'Voluntary Agreement contract

IH,];1\I:~:*l1IJl~t];
r~natJ}iK-fr ITIJ

• =9<tn!iii"tJ
• {fJJtl~iI!i1Eji1'ii5

ilf WJ Jigang

• iJ!'f'19581J' Built In 1958
• '1'f"I14H3j'WOl! Pnxluces 3.0 million
tons steel per year
• ~~Uff:llJ~i~.fl~Located near capital of
Shandong Province
• \:ftH.!.i'i~K.Jn,1ltll:Jif, Benefils from e
close relationship with the
Provincial government
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Laigang

• l1!'f1970'f. Built In 1970
• l!',.'Il4H250JiOll Pnxluces 2.5 million
tons steel per year
• illlW?:IIl$\;ilHI'J'l'i'lillffi'itVilH3f.iiiIZl;
IilWlrrog IJtJ\lUllTftllb((jfli!illii'fP.1l'~<C.
1'r':lf1M&"r.l:Ji Modem management style
used to obtain capital from Asian
Development Bank and Wol1d..aank
sponsored Energy Management Center
for energy.effictency investments

~1!inj}iK:~5(
Voluntary Agreements: Definition

","'=~=====O':"=.C='=:':":"C:..C-':"='==:C"""':"'" ~

~~~~~~~~~~.=~~~~~~~~~M~n~~.*8~m~
~m,tn3l;lJI..
Agreement between an industrial enterprise and government that establishes
a mutually agreed upon target for energy-savings over a long-term period
given specffied supporting policies

i41lli!1I'J 111>J1tli~itiMil!/ltl"ll
Signed. negotiated egrDOment with &peCifl: la'geta
l(oll)ll$j (iIII1;t",S.'O!f.)
Long.term outlook (typicany 5-10 )'88ra)
IJ<KfIl'J1Wt11J<1l1111111Jll:jJ[iliJilII I>
Government supporting policies assist enterprisoa in reaching tergeta

lI>iIl'l'fiM!l;I'W 1>1I'J:!<IlHlilJ
Includes an ImpIamertation plan for reac;hing the targets
filii ",lliIU! l>ili;W;l:II'J~'l!I:lIri!lI\1/~
Inctudos annual monitoring of progress toward the targets
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III*~1£~y.ilflli I"l [!i1f}}iK(fliJtA:1J~
Shandong Enterprise Energy Efficiency Voluntary

Agreement Pilot Plan ._

.'~~';;:j'J~";;~-'~J;*~~mi;;;;~'.";;~~7i~i;:~~~'!,~
Voluntary agreements between Shandong Economic and Trade
Commission and Laigang and Jlgang were signed on April 24. 2003
\It:.l:nOOS1f.1Hm g ti<
Targets are set for 2005

r.r:-.ffJ..Ji;,D.:,r. 7 LIJJl;~~lIl(\l"fm'" liiliJ}il(lll\,"J-l1l. !1!iJ1l1l!lllll'l- iAliI t\i
Shandong ETC established a Shandong Enterprise Energy Efficiency
Voluntary Agreement Leadership Group which Is responsible for
organizing and directing the war!< of the pilot program

ill:.l: 71i1:fJ;~lIY.rmia r;jl\il iJ}il(JI:[f'lL,.\Tii-'Hli
Shandong Enterprise Energy Efficiency Voluntary Agreement Monitoring
and Auditing Group was established

~ lNIf;I}i5(:i1l1i*JJI!.~
Voluntary Agreements: Philosophy

- fj'J.tj!r+,"'lfM~jjl1ie!!a!ut
Command-and-control approach Is out-dated

- It)[.IlI{.fJ;;{t.l(irIIJoel~l,t~.(\

establishes an entagonistic relationship between government and industry

- IJ<1Iill!;l:lI'Jlt~i~"'J"I.r-'~ll:UUfj~mttl.1lI4
government dictates specifIC actions that may be diffICult for somo industries

- fUil~~jj;tJHf~Jitt
Voluntary agreement approach Is innovative

- IJ!:ILIJ<KjJili!l<r"~!!II~JIfl,;Xol\
establishes a positiva working relationship between governmont and industry

• ]:fl,IIU-'l'i. lJjfmltrmJl£~iJ!;j,!ll
work toward mutual goals such as energy savings or poOution prevention

• li1>41!;>,. llMli>tiMl
reduces costs, increases flexib~ily

,. ~.. ,."
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1t~"-lYliEiIf }JW1iS
Assessment of Enterprise
Energy-Efficiency Potential

"~'_' "..,_',v_-" ..' ", __ ''' 'kW '' ,~ ..,=, ," ~,

ri,JRt'U.~MY.il!l"' C", riü(J';{I'lllfJUtiolWAfJUtfll/ll
Determine current annual energy consumption and energy intensity by
process step

Benchmark energy Intensity 10"beslllractice" iron and steel
production

Calculate the energy efficiency index 10measure the dillerence
between the enterprise and the "best practice" plant

1t~"-lYfjg*, JJi.'l'-li5
Assessment of Enterprise
Energy-Efficiency Potential
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Assessment of Enterprise Energy-Efficiency Potential
""=."...",=-"'",""'c"===""=,,,,,,,,.;c;.=,,=-,,,::-,,,,_,,,::==-,:~--~ . --II

I

I
I

I
liE~m«'£~~ (EEl)

Aggregated Energy Efficiency Index (EEl)

t~.EI,
EEl = 100 ._'",-'L..- __ = 100.

t~'EI,.B t~'EI,.B
1.1 i.1

I
I
I
I

)tol',
EEl - tlHtmfk (1()()%)
N • il!1(iI"~JIIi'ft
EU - ;niJ(jJ:1N(.J~rifJU~ (EI)
Eli.8-mi.ttiJJi~l'r'-JfJUt (EI) .~ltt
Pi -;njJCjmm~M
1:1,,' -1Ji{itjj,ii'J:fJ~l'JCJ~J.F.tlfIUf: Where:

r£J • cneqy cfficiaK'y indg
, nWDbc:rofproa:ullcpltobcIUR:plcd

1]; ~ Ktlalcncqyinl=Wly(EI)ofpllKll:HllqIl
1Ji.B • bcncturu.B.cncflYintcnlily(E1)orplOCCSSllq)i
Pi 'prud~quul.ityrorproc:cusk:pi
I~ ' !(ow .etUlI enclJY eonsumplion for.n proceu Ilcpl

~~lifjgilf1JWff;
Assessment of Enterprise
Energy-Efficiency Potential
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tJd#ttj!)(1f{.!;iIm IJ
Supporting Policies and Programs

II
II
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-'ti),i}:'tiUIJ
Financial assistance

-{jJ'f:t,j(((:J~Hil.
Targeted tax reductions

- :lE~k(d~JY.l'l'f
Enterprise self-
monitoring

- fiii-!t((:J!Ii!91U
Streamlined regulation

-1:l-li1Jftj\;.\l(
Preference for contracts

-JIj(H:jEji~Art-JiA.liij
Government and public
recognition

-lii.Q.iHfLilii'\;J.ilill1l
~J6~~J~~~~~;i~~~Snand

I~tiFW::Y:
Target-Setting

;X;lltitiJl::!L-l'lIt:tjiül.ll\\;l;(t~ IIiii'
Key is to set ambitious, yet realistic targets

--;i!'lliI:H1itIleWll/.
Must be more than business.as..usual

lH~R(t~~Yi
Belter than past trends

II
'I
I
I

g tj;il':JfBit?
What kind oftargets are there?

fIt!< 11*" Specific Iargets
-Il!X1rt-JRelative
~it~(t~ Absolute
Y;1!h Benchmarks

~X'111 *" Absolute Iargets
~'N(Jl!ißiil'l:€ Absolute energy use
~it~CO,nlJl( Absolute CO,-emissions

!&iJi Ij *" Economic Iargels
!&iJi~.l! C:U~ffJ1.l0

Cost-effecüveness Iargets (social perspecüve)

J.i(~J11 *" (;ll)it.ffJ1.lO
Profilabiilty Iargels (business polnt-of-view)

I ':"'~~".~~:I't ..• :., ' ••~r "'.,~"

I
.~._- -.------ .~---_.",., -_.---.-- ....-... -_.,-, .-.. _~ ..

2000 2005 1i1l2111 ''I'>
Energy

ConaN.llon
Rat.

!IFill Jigang

I)"I.fiLf=M,OUfComprohensivo 813 735 -2.0% per yeer
energy intons.ity (kgcolt)

I'J\fiLf':,iMIU~ 730 660 ~2.0%per yes
Comparable energy intensity
(kgcell)

JlUR laigang
'I\&f".IMmn; 872 715 -3.9% per year
Comprehensive energy
inlensily (kgcelt)

fJ\,{"li""JMiU€. 707 655 .1.5% per year
Comparable energy intensity
(kgcell)

llJ *~:lE!I~1\'fjHlmfii;tJl:A.i:\n~
Shandong Enterprise Energy Efficiency Voluntary

Agreement Pilot Plan-----------.----- ....-----.-----.-Ed
tHJttil3[1f{.!;iJjjj IJ. llJJ.t,!fl

Supporting Policies and Programs:
Requested from National Government

X1;,1jJi!IlI$:1!:!Ilill<",f,IHJutl..(~>IIt. ~1!:l\::HnpJjll~l1i Give priority support to=~=~~~by the pilot enterprises that fulfill the criteria set by national

~~~~~~~£~~h~~~~ili;€i~r:~U~~~~~~~~~f~~~~~dll12f'--
devetopment costs for projects undertaken by the pilot enterprises that have significant

r:~~~~:~~la~d~~~m~~r=r:~~~b~ef~~~:~;:::;;~~~~~~ck
energy..conservation research end development.

.(£i}I.ilt~"lm2t'1Jjilii. tt~:.fJJllutl.t~~ Give priority to the pilot enterprises when
bringing in foreign Investment capital.

12-f.utl.\~>IIt.'I'rqlli'.lli:nlilll>iJ(utl..(~>IIt.II'J~l'Hj; IiAward pilot enterprises the
~.~~.~.~~.~~ ~ ..~~~i~ ~~~~~~ci.~'y?I~~_ry.AW~~ Pil~~.~~~~~~ •..

I

I

I
I
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I

III:it- 'fi ~),ßt:tH5( iit?\JJi fl200~ fl t1'
Shan dong Province Pilot VA Targets

2005

I
I
I
I

740..
i 720E
e; =: 700
~i
~ ~ 680
:;~
!i - 660...
E
~ 640

2000 2005

:!khiiii;j-~J
Implementation Plan

~ß1iiHJJtll!i,
Implementation Plan includes:

1't~rJllill!:j)(/JI.(f;lI,H£
description 01 the enterprise with respect to energy

- (fr;.lJlMfU(J';I:uorJlll\l(mß1i(J';~'ij.i£
description of the energy-efficiency measures considered
"-:l(.I)l!t n (J';l:tl"rJll~II\!Ii (J';lIij.i£
description 01 the planned energy-efficiency measures
lZ.!-mJlll\l(lI\bIi(J';lItr'~Iß!ii!
timeframe for implementation of the energy-efficiency
measures
(fr~m(J';~~t,\)I!
expected results In terms of energy efficiency

I
t. 7: ...... "' •••• '-;,;(', '_~. ,

I
~1ä1t1J.i)(~1iil

Voluntary Agreement Contract

"'-~.:::.,,""_=_=""'~_, cccc_=,,-c-"',,-c,- -,,-_=_."'''=-==~_- -..,,-, ::~
Elll1Hlt-& ;!;'llil8: Signed by the parties to the agreement
-~~ -~~

M$Jl:iii't'ii5
Supervision and Evaluation

*' (j 1't~, J!3()(f4j.ft!!~LliJ(f;fl:'U!ll/£I<II\!.f11111 Jl:i8!l4 L1'fl;
Team comprised of representatives from enterprise, government, and
other organizations responsible for supervision and evaluation

1111't~v.1lIi~11'1j(Jl:i8!l1ll1!i
Annual Supervision Reports prepared by enterprises

W'Jl'nt*"~.-Wfmi1"tJ
Modifications to the Energy Conservation Plan il needed

tf/j(L1'f.~
Annual evaluations
kltHl'l1;
Final evaluation

governmententerprises

il-fiilflllft:t!lli'i ContractcovelS
- Y}iS(MjIl'JJllff

responsibilities of the parties to the agreement
-lJitlIl'J,\7fJll(]j;j;

project energy conservation targets
-lJilJßl'1'i<n

project schedule
- 1ti1'l.!.l.::llllfllr-

monitoring and verifICation procedures
II
II

II
II
II
II
!I
I

~fm~ J.St1J.j.5(~~ttA
Voluntary Agreement Signing Ceremony ß~iJiliJl:iii.!l'ii5

Supervision and Evaluation

~!Il:Jl:[il!lllli'1tlli'i.
Annual supervision report Includes:
- 1~Ij(i.'j.tl;;t'J1'l'irHUJll1.t

annual production and energy consumption by process
- :9;i!l.ut,,((;:1!i!lJll((;L'r-!,'i

assessment of progress toward target
- rJll~\:f1ill1jl.uJ.j.l\l()I!

energy management measures and their effects
-rJll~lZ.!I:"f9iljZm~)I!

energy-efficiency improvement projects and their effects
- jtft!!lZ.!mm~((;f9i II

other projects that have red to energy-efficiency Improvements

I 5
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Ell[{jb.i!UnI ß(J~*
Effectiveness of Voluntary Agreement Programs

• 71'13l!ilIJHlt~(llilliji
Review of 7 VA programs

- 5O%(11forJl'.(J'1rm!&lkb:'G!j~11I;j~J~'II~j.r r,llll~)iJ(l]j U
50% of observed energy-efficiency improvement or emissions
reductions was due to the VAs

- ~tllk(11~Jl!iH!!m.Q;Ul(J<JJ:.!,:'G, \'1'~R(J'1i$(J1I,ili~WWl, ,Jt>l',Yi!fr,
X1'HI'rmillilllcMi(J'1~l!m,Jl!£;(i(J<J''l:.:,j, 1l:illI.t'*Af'£(11W1~Cl&1::£
1&*(J'1~1>
Other effects Include improved awareness, management practices,
market transformation. technological innovation. understanding of
non-energy benefits, policy leaming. Increased number of trained
specialists, reduced transaction costs

'H~l Jt-ftk ß(JEll[{jb.i5UUl
Other Voiuntary Agreement Projects in China

~
'l'I~Il1I:J;IIJ~, TImnlJf1l:, tmill:!:iillilbtsl.:{I,'ioj~Il1I:J;'Ii!'i'Il'JI'Y.IIlChina Iron and
Steel Association: Feasibility Study: Use of Energy Conservation Voluntary
Agreements In the Chinese Steel Industry

'1'I~r'''C'',J. 'l'I'lJfll!;!(lfM~Jjj [J, ~,Ji1'I'ißl(J<Hilt!-jIt-r..C'Ii!iU,iJjj i1
China State Environmental Protection Administration {SEPA} China Environmental
Friondty Facility (CEFF) program for petrochemical and chemical sectors in five pilot
provinces
151'1I':)/k-"iI'll.liilit:>iJi:ti!il~n'jnSrJ~iIIi~)tsI. Qingd80 City voluntary energy
agreements between 15 enterprises snd the city's economic commission:

- Tsingdao Heier Group, Huangdao Power f'tanl Tsingdao Huanghal Rubber Group, ltd.,
Jimo Cogenerelion Power Plenl Taingdao Heijlng Chemical Group, ltd., Tsingdeo KaJyuen
Group, ltd., Taingdao Cigarette Factory, TaingcIao Soda Company, ltd., Tsingdao
lianchu8ng Company, ltd., Talngdeo PetTo-chomical Plant, Tsingdao Beer Planl Taingdao
Cogeneration Compeny, ltd., Tsingdao Taineng Gas Company, Ltd .. Tsingdao Iron end
Steel Company, ltd., Tsingdao Power Plant

II
'. .. ~.... ,;1"" :'.'.,. ,

II

Lynn Price
LKPricfI{üHbl oov
(510) 486-6519

1al Jl!1l6!ll!:!l!~ rt-Jtif,Q. .
For More Information .

__ ,_ .. ~~ w_ .... _

,.~, c.~<,~~,~~~~~_.~_.

~7~ JPiI!lJi:l'JI~*~!J(l~!J:Sk>I; 1..\
LBNL Industrial website;

hllo:Hec,td.lbl aov;e.,~EUNiELJA hlml

,i~JViI(IJi:l~ltlli<~!J(l:M'I' li1mii';l.(
LBNL China Group websne:

htto'iiee'd Ibl ooVJEAfo8rtnershio/Gl1in8!index.html

~'\ I I
-+-lchIIVtm.ntr

""- -.-urg.t

"',
"'"

- 5 ~ - - - - 5 5 - - N

"oJ'

75

95

100

l 90
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EIS jb. i5I.J.nJ ß(J~*
Effectiveness of Voluntary Agreement Programs

';~;-:;;;~c~"","~,:""""c:':."-.:C,'===-"'C'" ::0::=" ::3n.
Netherlands Long-
Term Agreements

II

II

II
II

I
I
I
I
I

<t' nut im(~mi t!}iS( ~ :J
Other Voluntary Agreement Projects in China

-"..~ .'~,'".=.."'.' ;~ ~
IlHl"ltHFUij'j,1J!I'I <UNDP) • <i':J¥lf!Jtl£~ (GEF) • ~-t.-I~~
Uli<mm <UNIDO ) ""*~Ifll"I1J~~fJl:lbll('Hm&i1.I:<c'(l1<l~l1frJiHI
, ;iJ(W, 1Mii>', l1;ili,fjltM.lI1J~
UNDP. GEF. UNIDO. MOA. Energy Conservation and Greenhouse
Gas Emissions Reduction in Chinese Township and Village
Enterprises: cement brick. metal casting. and coking sectors

UNDP/GEFt¥-J<lfJ~!&l]j II, tWO" It/i',fjI;j(ilmSv.
UNDP/GEF End-Use Energy Efficiency Program (EUEEP): iron and
steel, chemical and cement sectors

"t);(:k:'l'lf!JtW~'r-,x.'wrm!-jrj!l!!~f1' ~llll~!iJ(ilJ<;(i1j;1,"lVf;,JDlll •
Jtll(J'1:{H.:tm.L"jfllJjl~!iJ(-I1I*(J'1 ('wrmtt) ;:UIig,fl1j
Bei~n~ U niversity Colle~e of Environmental Sciences pro~ct .Study

~~II~~c,r~ed~s~r~~.f:;J d~~~lo~~~~~~ecci~~~a~~~r~~waving and
implementing regulation

I 6
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AMt'X 9.8.9

Progress and Al1a(vsis of VA
Pi/of Projects in China

JiangYun

China Energy Conservation Association" """."~""

Low cost

VA

Coyerlng both energy~ ~ ~
conservation .....,.

& environment Better relationship
protection Between the.

government
& industries

••••••••••••••••••••••••••••••••••••••••• , M

iitit.t1Q,.,"-*~AJti<t .. 1004431l 308

Good
applicability.... ..'

I
I
I
I
I
I
Ii
1/

II
II
II
II
II

I. Characteristics (If V.4
Il. Examples of VA projects in China
Ill. Comparison of the VA pilot projects
IV. Actil'ities carried (Illtfor promoting VA in
China
J.: RecommelldatiollS on pilot projects

":"J is meullt for ,1rollger /'Oleof industries ill
"'/ergy conservatillllltllder the guidance of tile
gOl'emmellt. /)";VCII by their m.m illterests. tile
government and illdustries siglled the agreement
"olltlltarilJ', lIr indltstrie.~, .'voltl1lturily" rather tllan
.forced by laws and ,'e,fJ,ulat;ons,commit themselves
to ener..!,"Y ('ollseJ",'utiQn allt/ ellvirOlllllelltul
protection.

U. lix(/mples of IIA prajects in Chint;" .
~ <:"¥, ... ~ •••

(0 \fh pilot !1]"<>jf.:(;.t for 6n':~rgy t::onSel"'\i<'l.tl(IH
in Shamkn;; Iron & Sleel Industry

• UNDP/GEF project of Energy Conservation
and Emissions Reduction in Chinese TVEs,
executed by UNlDO & implemented by MOA

• VA in Qingdao City

'VAP.:ilot Project in Shandong Iron&
Steel 'Industry

On April 22, 2003, Shandong Provincial
Economic and Trade Conunission signed voluntary
agreement for energy efficiency with .linan Iron &.
Steel Factory and Laiwu Iron & Steel Factory,
marking the heginning of VA application in China,

1



"'4: PiltH PrtJje("t in SltufldQltg Jrolt & St~e{,;j;<:: ','
Indu.'1h'J' ," ,",:c:;i;", c"

I
I

II
II
II
II
II
II
II
II
I
I
I

iVk i>.j !;J:)t Project' in'ShMdong'I.ron& ,
'~)v«>,,';c < Steel'Iriddstty , «

• fi'r,'J~tll"m";"h 2003-2005
• Pf'l~;~ct Obj({:liw~~'

To establish. meobanism to org.nize .nd monitor energy
emdenoy VA .pplieation '
To establisb a system to set indicators and evaluate performance

in energy efficiency Bod environmental protection
To eslablish • system to set target for energy emdenoy .nd

environmental protection
To establish. system supporting energy emdenoy VA

• hulh~at(1r:>;
J3 indicators covering energy effu:iency, eltl'ir""mental prot~ctiO;,
Qlld economic inde:ccs
.~to:Inot includrd as indic~tor

............................................. - - -
;tfttH!. .. aJ.t-1/II~#+ 20Q 3}J loa

o'target .wluiug
Target .. are ,.etfor energy efficiency by the end of200J alld of 2005,

with 2002 as tile base year,

.Sllppdrting inN!n:lvcs
- Priority is giv~n to the participating ellrrrprises in terms of existing

preferential {KI/üYfllr energy effu:iency
- Coordination is done for participating enterprise to access to

fm.nce for teobnic.1 upgrading
- P.rtidpating enterprise Is exempted from examln.tion o~energy

utilization status. ..,.,' .
- P.rtidpating enterprise b.s easy .oc ... to teebnleal sup";'rt .n!l ..

information services. ,,'__rJ~:"'
- P.rtidpating enterprise Is .... rded .. itb honor.ble titl";,,' "

................................................... - - -................... . , .
1lItU.iI>"JHI"I"" lOO'~lß30"

1.\

'1!tif;I1wplDs.er:~a~,ion an~ Emiss.iollS
,.,H4(iIJtl:t110ll.l1.1 Ch11lese' TV/is, .

• Action Plan is developed after LPICs are established, and
then VA is signed between pilot TVEs and the local
governments.
• The actual situation of Cbinese TVEs are taken into full
consideration.
• Drafts of VAdeveloped at tbe following pilot si tes,

- Lufeng Cement Co Ltd, Tieshan District,
Huangshi, Hubei

- Moling Metal Casting Factory, ]iangni~g;
Nanjing, ]iangsu Province

- Yongxin Shale Bricks Co Ltd, Xinjin,
Chengdu, Sichuan Province

""'''-'''''''1

i5 "ompallic,. ill Qillgtlal) (like Ifai'", aud Qiu;.:allll 1'1)~'/!r
Pluut) hlJ!>'",i'gmuJ 1~4wUIt the J1uuldpal Economic (,'ommi.'i,\ia1t by
Nv., 5, 200},

Tbey m.ke up 72% oftbe oity's total energy oonsumption in tbe
major energy intensive comp.nies.

T.rget set: By 2005, .n .ggregated energy saving of 285,000
tons based on comprehensive consumption for prodnction, or •
saving ofRMBl60mn, .nd in emission reduotion, 4911 tons for
sulfur dioxide, and 170,000 tons for carbon dioxide,

A workslwp i~to h~ bt'l,1 in Qin~dnn ehb' Alwil to revidv. t~le,
r>f"01; ,.es~, ...~..

.............. • __ N.~ N _

ilAtJ4.lb-"-*ilII~#" 20~-4-lll loa

I
I
I
I
I
I
I

J.;4.Pilf)f l~r(ljlwt In,SI,and()IIgJrofl & Ste.eF,';
" IndustfJ""';~:">" \ :'.,,'.-:-::."'.

oJ'rof5r1!""
Institutitmal building almo'1 co",pleted
Performanoe ev.lu.tion system establisbed, p.rtidp.ting
enterprise b.s formulated VA M.n.gement Prooedure .nd
Regul.tions on Aw.rd .nd Pen.lty in Energy Conserv.tion
Some indicators.re not fulfilled .s a resuIt of inore.sed raw

materi.1 cost.
Executives of particip.ting enterprise Is improved in

.w.reness of energy efficiency, .nd tbe binding force, of VA is
pl.ying .n important role now.

A worksbop is to be beld in Sbandong in April tbis ye., to
review tbe project progress, ..

, IlLCompar;son and (rnll~J.wisof VA
ro 'e(~Js

...~ It/l:~:~....t i.gh!jO?'! t!J.:;r}~, {OJ' tin' proJm:t.'::}
r."omp I:: t';'n";,s," ,',i "ro.f''1ct [;.1ntt

'~l V;'1;ri"u5 iJ'ld.i~",.•tr,'N; mn.k.t Jt di.f{i:~ult. t~'\
m',~j.:.,tjr(J !-h-.' v_~ ri"5~tj L Hin is i.lw!;.'
1't}('(';'r;JJ11:nd~"(1,

2
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II
II
II

';"J<'
•• Tll C(jlhplUison' (lml (Jli(lli.~bi(if J':'1U~;~~';;'

proJe£' ~.
5.. Se.It t:Jx£utiinat:ir;fi llnd expert
2XlJ,m.i.rUi 1'i on

6 .. Sp!~Gilll instit:Ht:iO{l is vf:commend!1d for
bett!'!' '~H'CiltiOll of \'.1.

R... Pruject jJublici'ty to /y(j st:r0!igthent~~~.
_.1" .. '" !;

.1,,: Publicity tlctlvit;es

Huge potential of energy conservation in the oil
Industry: Daqing Oilfield accounts for I% of the
country's total energy consumption. Take its No.
S oil .. ploration factory as an .. ample, 10;.
electricity saving Is eqoal to 6mn KW.

Good fmaneial situation witb giant stBtHJwned
enterprises, making it easier to explore VA
application.

,

II
II
II
II
II
II

t-".: Publieit)' actMti(~,s.

Reporting progress of VA
pilot projects, giving timely
VA information from pilot
enterpri ses, the central and
local governments, authorities
concerned, nat ianal and
international experts

•••••••••••••• H •••••••••••••••••••••••••••••••• H ••••••••••••••••••••••••••••••• H ••••• _ •• _ ••••

;tIUI!.I'Hil~~'lt<Hl' lOO.....M".

~ :"

IV. PuhlicilJ' ildivities

o l.atest news relating to 1'~1available (lll tile
websife:www.cecaweb.org.cn

o Pmm1>fing VA at vari(lus workshops ami
seminuf's both at home and abrQad

the 13th National Energy Conservation
Publicity Week in Nov. 2003 ,

I)

J

II

.r'

o VA Replication Promoting Conference in the
coming May to be attended mainly by
potential participants in VA application

. Ji'qllowing (,etivit;es

• Surveys to be carried out of the energy
intensive industries in Jiangsu and Hunan
provinces

IV •.PublicllJt41ctivities

TOUTS to comprmies

• PetroChina Fushun Petrochemical Co: in Dec.
2003, introducing energy efficiency VA and VA
pilot project in China

o Daqing No.5 Oil Exploration Factory: in March
2004, VA workshop attended by over 30
participants

I
I

I
I

I
I

3
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" C' ::
. . . .

R~(:(;mmefttl(ltiohs'QitYA jJriy(!et..~:~";c'/~:l'
A • " ~', ~ ", :";,,, • • _'" .,' .,',;.: _ ")'l ,.'," .'

i, JiM'e an"''' shQuld be cm.,""'IM quick"r explf>/VJlitJl/"f
1/...1Dpplii.'l11i1m .~ith C/tine'lre ciUlnlc.lfJrL"1it~'i.

2. SiTH~" OM'tt vfcnti!rprb.c,"; ill Chil'w ar~ mm'(J or li!:o rhl!
some Iii capaclly, nalure, ,'IC, Jilf<rehl appliCfllimt
programs .\'hDuilllJl!dl!l'f:./tJpctf p" {.1{{I~r"utindustries m~
lite ba.lis of srrn't()'''. lJf{jiJI-e1ll """h., shorrid "if applied /tJ

uriJU.\C ulttcrplT.\'t'.!"'~ Intf'l'l:Sl ill vnergy ejjici<!lu;y
il11prol'emcltt.

3. lu<licQIQrsslmuld he gh~u for diffl!rt!nl iudustric,\ to '.
<,,',,/u"lc V..I ajlp/i<'l1tim' n:s"lt. . :'.

-I. Uhijit:dmmdord.\ ...lwuld /leaflpliet1f()rno)"utWJI tJf'~'~f.\
pr(~/cct... .,;-""¥""'---" <'~D:

(;Oßllltt ll$llt the
rOUD\\>in" addrcs~

ChiTUl ElleI"KY Conservation Association

Address: No, 18, Bdsanhuan Donglu,
Beijing

Tel: 010-64276394
Fax: 010-64276394

E-IIIili1: ceca@263.net.cn
Postrode: 100013
Website: www.cecaweb.org.cn

4
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• iIIUI;'r.:/It{jilifJ<iJlf8'Jll!lIf:*i!"tHIH~iiJ
• ~~f:i~~~neC~ Co. Ltd. Tieshan District, Huangshi City,

• 1'!I.lil1'iWi*P.-.ik~'fijL'h.NHI.!iiftJ
• Yongxing Shale Brick Co. Ltd. Xinjin County, Chengdu

City,Sichuan Province
o inj;;\j'f[T!HU!l~im1~..,j
• Moling Casting Company, Jiangning County, Jiangsu Province
• JL'H'i:kitilj~J;1t!\iIi'ijfi'llIH:;;1
• Dalian Jinmei Cast Pipe Co. Ltd. Dalian City, Liaoning

Province

I
I
I
I
I
I
I
I
I
I
I
I

:'['_.~n~~~~~ft~%c13~~iitl<J19:ü41;1l7JilZ*l
Development of Energy Efficiency ~

" ,Volu"..~a~ Agreements for TVEs in China

f:H:i;[;](

.:R)/~ffll ffr:i1JjlJ;f f.~Hi*) 1':&'1' ,c"
CEEP

30th Mar. 2004

]
2003!f-7H-2004!f-3!i. :t{!&ll~?;lail':.'i~V:!ltrp.t,lj;t<.~~im~~>f

f¥H*Jf:!;l:'-!-' .t,1t-JJ7H!!.1l1i iJ,m J {1!f;ji~;~J.!i~1llR t,-ffi:Lik
1J.JIHlllitl1iifl''t' ~!; f((:ll!:.'i~'l>illl."'illli["1:«>lI£jt lfi=Wl"ll-
-(i].tl-I"J-'JH!li!lll4im.\j~Jil ~JJ.illltHr ill'.

From Jul. 2003 to Mar. 2004, TEDC & CEEP as the
subcontractors took charge the establishment and capacity
building of LPIC under the project entitled 'Energy
Conservation and Emissions Reduction in Chinese 1VEs -
Phase II ' for UNIDO HO..

[
GEFrJil @l iJ\,~1E:~
P,~ot~~teIprisesof (3EF Project

1.ii\JälJm~L1ili{lll.
1. Implementation condition of demonstration project.
2. ~Ul:ll!:~illl!ltBl!ill1}\5(x*~i1'
2. To design energy efficiency volunteer agreement's text for
1VEs in China.
3.1!OlHt~Jjj~
3. Fonnulating energy conservation plan.
4. fl!:;LJlflil)Ji't'ilif.$;~
4. Establishment of monitoring and assessment system.
5.~~'!';f]\5(
5. Experiences and suggestion.

]

]

II
II ] [

1.iJ\,~rJil @l ~M!itj!jm.
.:.1.::JmRt~mElntation Status of

Demonstration Projects

]

II
II
II
II
'I
I

Ij}!!lJ'(i;l(.:}j(Ul:ldr.~L JtIJ}ii5<!rH!lI1ilJi(i!ll",m\'?~ro0)
iEJ'!,'rm~W!il1Mx., ~lIb~i.T1MI..

• To coordinate the preparation of energy efficiency vOluntary
agreements among relevant parties (pilot 1VE. local
authorities. and PIC), and facilitate the signing of the
agreements.

• :t'jltjj;;~fIJ,'fjIiJi~. X1Rl\t\tMx.i.!t1IJl:iff.
• To develop a scheme to establish a monitoring and

assessment system (including indicators) to monitor the
implementation of the voluntary agreements.

*)jlp';~JlJ'j!i! .. r.)<.i!Il?i\'!:&ri'J~J!o;+' 11:!1':"~lI!l1j~1f!;ffi~'I~.\{e~I:il!
ffT,c;m .• x;Jii\D.{e~i.!tlrl)';.iJ.(iif!l • WfMe~,'6öiFt;.J. JtlJJJ WI.
H#IMltitllii5<m. ii~lilThfh~äjj;;. fIJ.rtJl~U",l,rrwli'.

n To communicate with the locaillovemment and demonstration
enterprises by field survey, seminar and questionnaires,

:;;:~~ee~a'l10~n~~T~n~i~1,i\~0t~~ld~n~~~~:;li~f ~fc~~~ ~9T~~~,
government, to discuss energy conservation plan, to arrange
and ensure energy conservation targets.

a j:~Ftti:
• Main outputs;

I'Hi:Ui3I':il:n~r,~~(jl!l~IH
'.' Energy efficiency VA of the four pilot enterprises

#IMc",lm~ mll.\VH;.n~:ra;j)JWrli!j;~\
'.' Monitoring and assessment system of 1VEs

1
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.:..""., .. - ..,.".

r Fonnultatlng'e;;;';;--.
! Cons_rvatlon Project

*

] [~~~~~S~~d ]
iX. ~rf!lti1lffi~.r,~)ik{f. (Jl~j(,!HIU:. lJ.fltr.'ifi'"il\i:l'<
1\1 '(Ii,;;)', I] ((;. 1,~.l{.mi;f((.J"-fi'tlliS(.fr!lttlltl~lilt.1t

!It l!:It-HBH~~itjjjfm::&Ji'<~j.HH:j;. lJ(/{,'r.H'lr.~Hllfili'J(
Ji' liIl~).
Energy Efficiency Voluntary Agreement is an agreement lhat is
entered voluntaniy by and between a Irade organization or
individual enterpnse and the govemment in order to improve
energy efficiency and reduce greenhouse gas emissions. Industry
organizations or enterprises commit to meet the target of energy
efficiency or GHG emission reduction, and the govemment
provides preferential policies andlor other incentives to the industry
organizations and the e~terprises.~7m~~m~~~~nM~~~~~~tt*mffi~.~~~~~
lIii::&~10~1.ii'!M''lfol;[j1E1il'J, l~iM:4'!*I~mtJrill..
In order to formulate and implement action plans to promote
regulatory reforms and commercialization of energy efficiency
technologies and projects among TVEs. the Energy Conservation
Voluntary Agreement is formulated so as to improve energy
effiCiency and reduce greenhouse gas emissions.

II
II
II
II
I

r2.3t fJHE:~13~ tJ}i)Cic*~it (1) ]
It:.zlAQ~s.[gI1ßne!gy efficiency VA's text

forTVEs (1)

I'ltj;, i~m1:1-ß-'j'f!1~,fl1t~t'!J;I'~tIIlS1.rr;fjHl(n lftIt:!I'S(.
o ~;[3~~i~~~;t~~~ee~fW~~i~~~aVA that adapt the

f;iiiJi'!lt'l-I''!'(,
o Characteristic of TVEs:

!Il!m,j•. !&jjJ:~. :lHIiIlX. ~{t*. lJ")/t~~~,
o Small-scale, numerous, dispersive. larga-change,

miscellaneous in industries etc.
1;,i"'T~f,1jl)' .• jO'M,!'IiIllI'J\"-,

., Simple production process. single product structure;
~~:r-~. liL@f.lj1J:.*~ikIH~. ~!:Fi9./b-,~'If,.

" Insufficiency funds, block in information, worse technical
condition, behindhand production equipment.

[~~~~~';~~.:'~ationTa'Sets ]
1'1t:j;, 'W~H:,~{llI)~,2005:1'12H311J1Cf.li. • .l'i1*fUJi(, 2008
'1'121'l31 "I]tj;~.
To complete the energy conselVation project & achieve the
energy conservation targets by 31st Dec. 2005, to complete
global targets by 31 st Dec. 2008
ref};, !;J. 2002'OJ!.1illl:. 1;\{iLi"',\I.f!!ilt(%).Fr.'f
Based on 2002 (reference year), to reduce energy
consumption per unit product {or production value)
o 11£ill\*i£, 21%. 24%
'.' Lufeng Cement. 21%. 24%

;j<.~'HL\'ijj~,12%, 15%
o Yongxing Shale Brick, 12%, 15%
'.' li:f>Il\'IJiii, 16%. 20%

Moling Casting, 16%, 20%
(> :t:AWIl1, 20%, 25%
'.' Jinmei Cast Pipe, 20%. 25%

I
I [

rt1]*lJfl~
... .1!1~irE:l!:.t. E::nElrgyConservation

__ •• • ., ••• < ••• _ •••• R ••••• ~ _+..... ..-.
]

I
I
I
I
I
I

o lIf,~tlt!ij!l
Framewor1< structure
.) liiri1r
~ Background
.j 'j\'fiHJH
.J Targets of energy conservation

IlfllH1\»li
" Measures for energy conservation
.., {,tIJJJJclff
" Preferential policies
"Ifd:iI>!iI1 .. Wf,'i
'.) Monitoring and assessment

~i~J;j'I'.tI.:
,. Modifications and termination

lI<!i'!l'i"",\I,rr11ö!.llJ&JWJi!HJ'1HlifJ'r'il'~$iM~. gj~IJ!,hMöi"',l'ff.!J!
i'''Jh, }$*i"'Jh~ifj,~6~, {t{tij£'JhJd:~liltl~l<&~.

The new concept for energy conservation by analyses through the
overall productl~ecycre, includes encouraging producing
energy-conservation products, prolonging product l~e, optimizing
product treatment and reclamation etc .

t' ~t~!rE*~~~t~~;iti5~~"~l~~t.iJ~~1iHtlf1.~
, Cement industry: Improving product quality, adding

composite material quantity. saving saw material, reducing
the proportion of cement in concrete. and prolonging product
I~e.
M.~lr)ik,1H"jr!ftUH25%, l(f'f*llQliltft'}!5:u:ifl'flfulfUli
1'i'i'ii!i25%.

': Brick industry: Saving saw material by 25% and decreasing
energy consumption of buildings by 25% when products are
utilized.

2
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I
I

mf..(~~~iM JE Jl W.Yjfft:rl- £!J;fIJ1JfmHt'itJi:""', :lHilx!l1Jt1!:lXII.f\'f
18'(1; tjf,hHA.RHlts'VtI;1Jlli~
In order to fulfill the target of energy conservation on time. the
demonstration enterprise shall establish a concrete energy
conservation plan, which shall be reviewed and approved by
the government, and implement the plan carefully.
ml\:!I>:~Y.~1I J1l!. il!iif.GiWfHj;*, ~
ml::!I>:~~fm~ !fj~ j!.illi:ii~;U;IilJ:rffW
,.~ll" H "l.it t[f:llI 11.•
The demonstration enterprises shall enhance the energy
management, establish energy management system and
energy efficiency standards. Improve the internal regulations,
assign full-time energy manager to be responsible for the
energy management, improve employee's consciousness of
energy conservation.

I
II
II
II
II

[
l3!\l.{tI}i)(-~fjMI~»a!:

"Y~~~~Ci,~ures for Energy
Conservation

]
t;lt is( j;IJ.1J'J~~rliJtllllr'ntltlj1';l, II,,'O'J VJ ti~'II.wtt'fIi:,
The agreement shall be modified or terminated if the following

conditions occur:
tmif:n *iJU","IJf-JI!.n~n,t1t. it.fIjJ;jIIil'<m.!;;t'r lH~;i! il'.Jrj1t:'i:cE
iYL\l\(tJ;il:ft,

e The laws. regulations, or policies related to energy or
environmental protection have big changes compared with the
year when the agreement is signed.
i)1 'f&~T :;Filiii/.. :(1i'll:i.(;(~~y'(J/]~I,qri!?'!t l:;iE1ir'U:Ii€i'>'''E T 1;
.,~(J!JI';lfj.

e ~,::~~:;;,,:::~~lio~~~~afg~ee~~tfon~~~~e9;~~~~~~~ to the
enterprise.

]
llrmiL~iJJ!-"'1"*~{flllffHY.J. t-ifJi YiilTi(J<J, [;(~;l>iJ:}.~:!I>:
-,1~rJtj~iiH~jjt::lJu nm:.f-fl'i!1i, h! f.4Im)iij(~!1i11l'.\(J<m;;'i-1li
ili. t!!.fli'j}j!ff,';lf.lJl'~~jfH"0'11l'''''f&jiJ1.

• Energy conservation plan is a technical measure that is
systemic. organizational, feasible in economy. in order to
reduce the energy consumption of demonstration enterprises.
It is a action guide in the implementation progress of VA. It is
also a reference frame to assess the annual monitoring report.

[
3. fl;iJ~~fj~.;,t1W

,__ ~:cl:.c>rrl1LJlating E.nergy Conservation
Plan

]
e mM~n:!l>:~~~m~ff*~~~~M~

{((.fjtl,V.fjttJl~'1q,Ei&((.Jtt;mil'1m: XOti'll:f.3
!iU(1imo'I't,i'" Jj.Jil:rp 'It 4it*JR~ilimIU,
n (J<JrmiWljiit:(1llfrillliill~UAft'if~.H'iII('
1f1~1\'fjmtHt*,lIfta(J(JfJi III !t/;i\'liH;{"l
mill.

e The LPIC shall submit an annual report on implementation of
the voluntary agreement 10the PIC in the first quarter of the
year and receive the instruction from the PIC.

[
I3ffill»i.)(-Ei?j!~~Wfii (1)

~_~,"-~-:-::-!YIco~it5>~il1g.~.Assessment (1)

II
II
II
II

II
II
II [

EllßtI}i)(-Ei?j!~~Wfii (2)

_ .Y,4.~Mc:lI1.itoring & Assessment (2)
..-: ...-.-.." -'--.---.-' - .... ,..... .

] 3.1m~llfl"f&
[3.1 oP~~p_~~,a,tion Phase ]

I
I

e ~~tr~~~~~~~tfu~~m~~~~~~~$~~
L,illi~r(.j!t;1l: IIj'Y\"rf.j;l:i~JYlU.

e The demonstration enterprise agrees to receive assessment of
the effect of the volunlary agreement implementation by a
technical team established by an independent third party.

e .utli.~~~~:iHll!iW,ijl1;;, ~1ut}.~1l':~i1tjJ&f,(\.ß!")'\\'HHr.'$',
r~M~~:UMll1H!iiJl:nii':-,y.rt1!£~, J!lMIiJitrrtEXl-g 19.\ti,
If the evaluation report indicates that the demonstration

enterprise failed to meet the requirement that the agreement
defines, the demonstration enterprise shall adopt measures
including identifying problems. seeking new energy conservation
measures, improving the energy conservation efforts in the next
year, modifying energy conservation plan. based on the
suggestion from the technical team.

.........,
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I
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I
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]
'ili"'"""'" '-'~'"'''J'''''''''''''''J-tM''' ,-rn,hhUh->lU," .,,""''''>• ] J.41l'J w.-.UJr: .. v,ll". -;:o;i¥J\_1.-:o1 ', ... '1Ie;~.ti--':1I,cln71')1;J.Zl:;U'_~r.IIt: •.ft;.l.:I

lrJHt, Wf.'i~h~:1t~~'Wflli;!t-J,JPJl!l!.\!iflifJlH&tt;;jetllbii.
• By comparison between energy consumption of demonstration

enterprise's actual produclion process and domestic and
intemational advanced level, to assess energy conservation
potential, and to consider improving energy efficiency
measures.
'wrrn IJUl!\:1t~il-Jlm
ill1Jt <9:~, *1"._llilw. .P,l.(*~{!}"WiJ

• Energy conservation measures; To enhance the measures

~~~na:':t~;.;?t~~~ag;:;;,~~ :~~~~~~i~~~~\i~~.'r~~al.
excess pressure, reu~lization of dispersing combustible gas,
renewable energy resources, resource recovery. reutilization
of wastes etc.

[;~~~:~~;s\\\
m~~~~i1.UHtfll~~i1t~~lli~~~ffft,~fJJ{it&tiiI\'

• PIC, Provide macroscopical guidance, assess the overall
status of implementation, give encouragement or awards to
organizations and individuals who make notable achievement,
to sum up the experiences, disseminate the concept of VA and
promote the development of VA projects nationwide

• 4H!iillt.fI1:Jli.\J.'li!!ilf~' fI''1.:lI!lnj1Aj('f!~utF.1.:&~~~;.TI-J;i~. JJ;if:l
j;}}i~;t;~, tl;\llt;}:til'illt.i!i.

• LPIC, Under the guidance and coordination of PIC, sign energy
efficiency voluntary agreement with demonstration enterprises
on behalf of the local govemment. Provide policy support for
successful implementalion of the voluntary agreement and keep
the target of the voluntary agreement consistent with the
national target.

I
I
I
I
I

~~lt~~:::~~:i~.rgyCons.rvation ]
Plan

• il!irt,Hfr, iÄgjb!k11Jblfirl;E~!;rllifJlj!&:(](J~l!£, ~j\}-:ljHO'W
fmmlitiff.JlfiX, tJl{;'l}ttTtli;1,'1\'rrdti>JJ.

• By enalyse, demonstration enterprises can ensure the field
improving energy efficiency, gain a series of suggestion about
energy conservation measures, then synthetically analyse and
compile energy conservation plan.

[
4.1~ 1i(J<J!lRjf (2)

_.__ ~.:!.(?~Iig~~i'<>rls(2)
_._, __.••. _.~_ .••. ,,_ ..... ~_ ...... ,_o .._.~ ••

• tl;;~!I[' wPTPMC!lIrI!. VA";'1/., tm!&:'!i't,c, tr~'!i'1/.. ~
ittV;¥:, ¥l;l11'("1r.~I1:I!&, ff\1J'f~1fm!&:(jIDI!HiV1Hf\'iiliJ,J1rl
~-"ii,'I'f.'i.

• Technical Team: PTPMC is responsible for establishing the
TI, consisting of VA experts, energy efficiency experts,
technical experts, economic experts, legal experts, and
representatives from demonstration enterprises.

D iÄ,?\:1t~, :tlJA!Jll*1ttmtt-t'JfUllflHH'JcJi;i:;. :!l'iUtIDti!;t;
~li.

• Demonstration enterprises; To formulate detailed energy
conservation plan and the energy conservation target and
shall be seriously implemented by the demonstration
enterprises.

]

fH~, :J;iil.~iA!!!:1t~tt\frrJIDUii2.r~J;t;~j;fi!lll/.,VI'fIi'~fI'J;t;Mi
~Jl!.

• Purpose: To monitor the implementation of the VA in
demonstration enterprises, and to assess the effect of the VA.
n~, m~~a, iAB:1t~~~a;t;~M~,~~~~-~~
I;.H~ilii*A~BcJ:--:f.Lli'M~$JtIl.l!f•

• Manner, According to the VA, the demonslration enterprise
shall submit an annual supervision report in written form in the
first quarter every year.

I
I
I
I
I
I
II
II

[
4.~JL~iY!tlW{i51*~

"""'''' :::~L,S~lC::l~U~~rnentofMonitoring &
Assessment System

]
nHf~~
Guide&
Award

]
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I
I

.r.~~k'Ef'fllß ({ojjiH!!l'f'<il,-M>~.;'~!lt;fni""fI'(!!})
Production statistics (mainly on product types. production
quantity, and produelion values)
:i'l>:~i'.fr.til\iilm1"lS/.

• Status of energy consumption
l'iflliitt'Jt!\ fl.!I~lS/.

• Status of implementation of energy conservation plan
l;!;lm,I1~O,ßjl1t
Factors Ihat influence the energy conservation activities
"F"."ll"iI'~-giUJJ;!IlilUHil!li
Energy conservation plan for the next year. and measures or
projects thai were or will be modified
f~g&W!
Feedback information

iHrllll. "IR Wb~Pif#
Criteria WdCh1{Xj ('.oolcnt

OJ il2Sii"l.!l 0.20 ",~,nh"'IfJ<l.j~"'I!l!il. Jf:.Il:j'I;;,n~!l!f!lIl.lt
(3) Energy 1IJt:l~l\. Jf:Jkfl:!lIliIJolitl!l.~rmt.".

M..Jnagemonl ~/lJI'lIll. '1i1l!1~~.
RegulatioN on Ol'orgy management. enorgy
conservaÜOfl rnpon~billt)' syGtem ;lind
organi:mtiort nyalem, qu.ntitDWe mfU'la~nt of
enelgy connervalion, emminatlon of energy
consumption, eocoulauomcnl rnoc:Nlni&m,
tmin"'g on energy COl1Urvatlon

(4) {gäl!illl 0.10 m-'=-~il, It{~a!llIIHt, ml.\li~.
( .. ) Information Information oxchang$, cxtenaion 01 Voluntary

exbn:sion A~ment

I
I
I
I
I

[
4.21h'i ~m1*J;f;

.. 4.2c:;ol1tentof Monitoring
:: " .,.- , ,,-,,~. '" ...

] [
4.3Wfi!if4>:* (2)

., 4.3 A~~~~sfTlen!System(2) ]

fl!~;n1!~VJ£I 41U~Ii{i( Willi£! co,ltAt:1ilIU! StDndalrd
T)'po of Enorgv CoRlUmption

Coal
Conaumption co.

Ouantity CoeffICient
Ouantlty(b} EmiuiOn (tl

I:Illl Coal (I)

<l!:h Eieclriclly(k"")

.W-i!lI Diesel (I)

Rill GaeoU.e (I)

l!llll Coke (I)

I:t~ Coal Gas (t)

:f.:~-'t NabJralOn (mI)
fAn Thormal PoMr (kcaf)
i;if'Total

I"Mi"Ji1: P<Oduclion

4\llli*'lJif!Ut; Unll product Energy Consumption

4

p= LPi XXi
i~1

4.4Wfi!l:1Jr-! ]
[ 4.4 !,s~~sfTl~nt Method

tt~~r4.~r~;f;~ml.*tr.{%~1~~I~~W;fi.~\\l~%~1k
JI\;'f.J2~r, 1;;m;'f.J1)l'.

~gg~~b':\r~:~::(~)~1~~~;::,~~3~~~~~, ~~~~lgivethe
i'f1J-0Ä,
Scoring Formula,

II
II
II
II
II

[
1i::~lu~~mfttj1fm.

""_~~~"S of_E':lergy Consumption
;~__ .,~. '~_"_""~-'_~_~"""'~_" _.__ .. _ x: .

]
I." .

i'l'l,';jjj;l1t,
• Assessment Standard:

t' ~P;'4U,. tt~,
I.~ ~4>P ?::261. 1S.ta-;
" P<2U,. ;r-*m.

~ P;'4. excellent,
If4>P ;'2. pass,
~P<2. fail.

iftftt8ti: t,Jl i'ftJ1"JI'J1:
Criteria We;gh~X,} Content

(1) 'UtJ:.::'a.ll 0.35 'It~Ji!. 'It!!: ...., !¥\{Q:r"'M,U&r«o B~rn, ml'lt
III Eftoctof Enorgy IHI.l'O,ll:IHI. 1llf.!~JI~i;\';l:ll.

Col13ervation Quantity of energy oonsorvalion, onorgy
conservation ratio, enorgyoonswnplion por uoit (or
vallie), indiroct energy conservation Quantity,
quantity of CO2 emis5ion reduction. oeonomk;
benefit.

(21 '1r~roi1 0.35 1l"li1lO\tt.f-'ß'i:d!.rnll!!H .. ~<t;IR~"II<il!. :nl
!2) Application of Energy i"MI><lUlll1"-ituN. If!\:iH<,,.mt, ill1iL'IiI;1,

Conservation Measures *ß.~lli.~~~r.~~~~~ffi, ~~\V', It
'lli"jlp;!E~1l!. ilD/.i.iJf{."i!.OH~"'H~m.
Application of new lochl'lologiea aM now !echnlcal
procesa.lrTlp4emontabon staws and effect.
comparison behwen Otlelgy CONiOmption of malol
prodU(;ts and domostic and inlo1n8oonal advanced
Io .. el. architec\lre energy aavi'lg, 'NaGle feCycllng.
CO"'Mleneration. "'SIt of renewable energy IlISOUfCbS.

'it'1' Where:
EEI-~~m:fl energy efficiency index
n-rjitt.a:Jh\J,l<i'~~ number of products to be aggregated
Elrl'ltj;lr-!ti"'\~i"'I\Ml'J'!l;~j;.I'f'.fLf',\I,ff..t actual energy
intensity of process step for product i
EII.B-~{f:.tl"f:i~;rr.tJJ~.qt{;rJ'I:IWlrm.fll base year or
benchmark energy intensity of process step for product i
Pr 1'1 ti<'n~;'"~Mr'1i"'f,1 actual production quantity for
product i.

]
x 100EEl

[
it.-~g3'&m~

""".. ,S,~~<:~;~t!~n"o,tEne.~gyEfficiency

f P;.EI;
;0:1

f PI.EI I,B
;=1

][
4.3Wfi!l1** (1)

".". 4..:~~~~~"~smen~System (1)
, .••• _~,~, .•• N, ... ••••• 'H:"-_~~ •. _._ •.• _ •• ' _.~, •

II

II
II

I
I
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EIo-EI
y= EI

o
'Jl:rr where:
\' -'.lJfm$(%) Energy Conservation Rate (%)
~41'-lSJ"ag$(%) Annual Average Energy Conservation

Rate (%)
EI-f:W;lf.f~Jil'ii;):FJ~tm1'li Energy Consumption per Unit

Product in Target Year
Elo-;!!If.~.il'-i,):jb'.I),tmf( Energy Consumption per Unit

Product in Base Year
n-;!!lf-!'i (]f.j;1f.:.!:.fiiJI¥J/iiJIfM1fJ&Number of years between

Target Year and Base Year

] ]
• *#~~ti".i:tfJ!'t'CO,mM,
" CO, Emissionin Cement Production:

Q= P X EF / 1000
j:\:, I"t'1 \Nhere:

Q-*~W.\f1co,(J(JnJtt:lii(t) CO, Emissionfrom clinker (t);
P-*ilil«.W(;i"'lj1(t) ProductionQuantity of Clinker (t);
EF-*ifi~f.1CO,lJ:It:~;I&(tIt~M1) ClinkerCO, Emission
Factor (tit clinker)

• CO,n1Jt:ll!:-'II,IJ,;JlJI- Co,.*!'\c;f<. ;1(1'l'1Ia*'lnV.('liU~0jt,
• CO, Emissionfrom fuel I is calculated as below:

Q=PxECxEF
'Jl:'l' where ,

Q-ifl>~*{CO,(~Jjli';l;kf.t(t) CO, Emission of i type fuel (t-CO,);
p-.f'E~jIj'1oi"'i:tß1'l'. iÄ/Ä:3>:liY.j1'l'1Ian~.mUjf(Jil:(I)
Consumption Quantity of fuel i (t);
EC--<fI>fmißi(J(JN1.i't:ij\'&1i:(GJ/t)Conversion factor of i type fuel
(GJ,'), means the Energy Content of unit mass of fuel;
EF-Htrmißirt1co, nMC~J&(VGJ) CO, Emissionfactor of i
type fuel (lIGJ), means the CO, Emission of unit mass of fuel.

Imli ~R.Ui C Emission CO, Emission
Type of Energy Energy Factor Factor

Content of (t-Cm) (t-COjTJ)
Fuel (GJ/t)

ii:t!.\ Natural Gas 39.00 15.32 56.22
ifHt:fiilll LPG 47.31 17.32 63.12
i'\iIlI Gasoline 44.60 18.90 89.38
W,iIfl Kerosene 44.75 19.60 71.93
milli OIesei 43.33 20.20 74.13
l;'!l14i1l1 Fuel Oil 40.19 21.10 77.43
£:ll!l Anthracite 24.49 26.35 98.70
~1.~1;\! Coking Coal 20.73 24.26 89.03
Il.ll;\! Brown Coal 13.19 24.08 88.37
l.I1lR Coke 28.47 29.50 108.28

II
II
II
II
I

[
C02f.1Ff1{:m:it~
E~~~,LJ!~~~~~f CO~Emission ] [

itJ1:-C02f.1Ff1{*fi
;.~= _g.a!cul~t~On?fCO2 Emission Factor ]

I
]

I
I
I
I
I
I

• <fiJJi!'if(CO,iHJl:,
• CO, emission of electricity consumption:

Q= P X EC X EF / 1000
'Jl:'-P where:

Q-rtJ:!JCO,fi"tJ,;l;klll:(I) CO, emission of electricity
consumption (t);
P-JlJ 'll~iil;(kWh) Electricity Consumption (kWh);
EC-iJ\ißl:lU€(kgcelkWh) Standard Coal Consumption for
Bectricity Generation (kgceJkWh)
EF-I.i'lfHIlfl'lCO, J1i'Jtt:ij\j&(lIt) CO, Emission faclor of
standard coal (tit).

If-Sl Year 1999 2000 2001 2002

lMl~;IIiJ'Ut 399 392 385 383
Standard Coal

Consumptionfor
Electricity Generation

l(kglkWh)

6
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,~:[~~~ul~~1~~~E~~~;~
Conservation-C02 Emission Factor

]

I
I
I

~i!ii kWh kgce kg-G kg-GO, g.NO, go5O,
Energy
Saving

(Material)

1kWh 1 0.400 0.272 0.997 15 30

1kgce 2.5 1 0.680 2.493 32.5 75

1kg'-1lH 0.509
Clinker

I
I
I
I
I
I
I
I
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II
II

[
4.4tt*~#fW1fl"

C .•.• _4:~E:.on.<?~icAssessment of Energy
... 'Conservation Technology

lll:i1iM
Investment

11>~iti
NPV

iA!e?i&f.dit>
IRR
ll!jl!f.iiJi&WJ
Investment Payback Period

• m!.\rJf'*'ltIlt\~rl!ß\'iHS«((~:ffMI'i;;/J
• To carry on some propagandas positively about energy

efficiency VA
• :W'X:jjl(/(H;ßI1li\iJ?t'{:u~jE$I)tJilJ!Jll
o The government departments concerned shall establish

incentive policies as soon as possible.
• ?..tl¥!T ..~tfj.ft((!lp/IJ
• To bring trade organization into play.

]

]
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ADnn 9,8.12

EIL!11J-i50~J~)-=~Jm~ ß<JiSf115
Evaluation of Voluntary Agreement
Policies and Programs

t./i~rof. dr. KnmelisBlokil:~
200411'3Fl30 B T~tJJi
Beijing, 30 March 2004

l'?l J]tIable of contents

• i5{JIHffi5a<]-@~*~~
Some basics on policy evaluation

• i5{JIHiJlfi5 a<J~ f91J
Examples of policy evaluation

• If;X;;i5{J,ftWfi5a<JJti-5(
Some recommendations on policy evaluation

H\\~!I)-~j Hi. ii!; tl0 L~)}IJ.hHI PI'?
Monitoring and evaluation:

what is the difference?
• mi9!~: Mffr~~l¥Jtj!f(5LjtHr;r.jit

Monitoring: investigate what happens
- iili'iil'4it~'/l1liiHf normally this is done every year

.W~: ;r.jitffr~~m~I¥J~~~ttffi(~~~~~I¥J~*) Evaluation: investigate why and how things
happen (and to what extent this is the result of policies)
- ;Je>l')t!VliiHf(f.J this is done occasionally

Effectiveness and effkiency
of policies. ~*Effectiveness:

-~~~.~~Y~@BMI¥J.~~W~~_@?
to what extent did a policy program contribute to the
desired impact / outcome / results / effect?

• _$wt~-J£*~@ Efficiency or cost-effectiveness:

-~~I¥J.~~~~J£*OO~*?~~~.E~.@
? what is the relation between the impact of the
program and the costs? Could it be done cheaper?

JJx>1(12tl:gI9J~!t~7 -What costs can be
taken into account?. J£*ß:J\5Costs for:

- B3()f.f (f.J the govenunent
- 13tij;tll (~jm;li!;l!.Hr)lk) the target group (e.g. industry)
- ~i*U~(f.J society as a whole

.• **~~a~J£*(M~&A.~.*.J£*.ml/!lJ£*.:l:\J~ iGA)Both out-of-pocket costs and
other costs (e.g. lost income. external costs,
opportunity costs, can be taken into account)

LI::.' I ."r" 1..... 1 , .. ,' J I ~..t ':;] I!'"fit. iJ,x }IJ!:. J;'" iijCrl ED II::.rJ J8!l
\\tl1at. are the problems in the evaluation of

energy effici(~ncy programs?

. fm_~f.t+
Energy efficiency changes are small

• 19:1f~}(.fOO:fl-A. fi~_{ß1fi&*
Energy efficiency improvements also occur without
government intervention
J'l:~~~:l'l:;ln1] F<l.l(J'1_*
Other policies have an effect as well

1
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j1)( !~;ki!: ?:~~fT7;'1£ ?
Art: policy instruments ,.ffcctiv.:.?

ll'j1 A"" 'J "'j'" I.~;>l:)(j:j't InJ;\ 1'1[.1'

some policy evaluation -

1. mf:*,J]EtJk~i1i!~'=t 1*J9i ~
Australian Greenhouse Challenge

2. f,If~ 8<]*WfiJ ~Hll!1~}i5(
Long-term agreements on energy efficiency in
the Netherlands

3. f,If~19:~H~Wl~MjI~j.ä}jilJ
Investment subsidies and fiscal incentives in the
Netherlands

!Jl(J!~JE:tHY! 1.'-tJJI; ) LIlY.~}. (jj .?
How where these results achieved?

~tm:J9i 13(j(J0'iiJ *ß1Hllflt 1l'JJiii'(j(J2000~1l~1llli&;r-~1llli:ffl;lJ
ittJ (j(Jjjffilc:!ilParticipating companies have provided estimates of
what emissions would have been in 2000 with and without the
actions defined in their action plans
"~~J:. :(E-1-:J9i 13<Pll!JlE:lil:1-:ffl;lJ~~~1llliJH:t(iiJrmW'
"In practice it has not been possible to quantify reliably which
actions would have occurred in the absence of a program"

• i!~,*l/1: Vtl&lIi.!.:!l'l.1*lJl 13i.'I'-!ti<Pi.i11li*ti!-!tii.tTJfrt'j:£r'~llli:* This means: evaluation of Greenhouse Challenge
overestimates the effect of the program

I
II
II
II
II
II

1 :H~ I'~',W;''if /~-cr1'},;-Jj'j II (' '~1) .:(iJ ;jV ).JJCI.1JG'JlTl.:+. ,.f' ~.1'.:. t/<. ,1]' .... -.-

Greenhouse Challenge (Australia)
!z!l'f1995 Started in 1995
~jblk!ll-!!I!~~ Agreements with individual finns
~1l~1I!1J:I\l i!r Annual monitoring reports
1999~m-?XW-!ti First evaluation in 1999
EII11*~Jlilli.!.:!l:tJ.0:!l (:fAJIf~:J9i 13) i!Hfi.'I'-!tiEvaluation
carried out by the AuslIalian Greenhouse Office (responsible for
the program)
ißl}(f/:ff)Jk~-!3"N:1l Steering group governmentlindusll)'

2 -).+ '!. 1'11'1[/ +~J:I-++' tc,\::; 1""lir! .kl] ..' \'1
. 1r'f::::.11'..1[;"':H J Tl Flt.::, )J.~IJ ' L-,x..

Long-term agreements
Oll Cll(:rgy-etliciency in tbe Netberlands

1']tJj;: M.1989-20oo. ~.{fL1"£1m$li1l${l\;20%
Target: reduction of energy use per unit of product by
20% van 1989 to 2000

• ;ltfl30'NT.'fr.-T~1-~iiJ~:Jm, ~~flllI.'fr.8g$li
1¥J75% 30 sectors involved, over 1000
companies. approx. 75% of industrial energy use

• .;p:ßJ~f1JTßiWlI']tJj; •• fli!f~tJ-:tT.'fr.:J;;~ij;, ~
-~:tT.'fr.MlWi~tJj; On average targets are reached,
but many (smaller) sectors failed; some over-achieved

II

"j" , .....,.(.~+J::' )J'J ....-- /,-... ...t-- ,f..I.J:tt1TlJ l' rt '.-. I f]iz:;:
Two approache, in our analysis

• m~*~m~*~I¥J~A~.~:tT~m(-flll*~
5tI¥JWfiH~:J;;~lft$~Hl!l{$:I¥J) Expert judgement on
fairly well-defined categories of investment (part of
fonnal evaluation for the MinistIy of Economic Affairs)

• ~ 1ltT 60* ~ iiJ Survey among 60 companies

III Bi bOn ......

eB B2 o'llo'
OB3 .. _ .....

OB4_"",......
095--
o B6 - ..........
OB7 "'_'....,

NaoulacturloD ProJecled Emlssloos Abolomool Due 10 ActloDl
Heporlo' UDder Ibo CballoD,o . 2000

92 93 94 85 86 97
/;\O[]DlJi!i]'ii\
~.01 L:J t1 -l1 ~I

UIi:~I
! :l

l ~.3

.10 J.__......--- ...--.---.-.--- ..--.-.-.--..-.-

II

II
II

II
II
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!H t~JItHi1rl!:f l1~
Good housr!;('('I,;ng

~rt~J(;;g~r
.;~(:w!n\plact:'Ultllll

1/ i'W'I'-/ "', EI '!iV-'"Z''' "II'C(,71 /J~X)J::"nr,"I--9':1 "
A Long Term Agreement is a paebge deal:

• 1:1J.i.5(Agreement(~liiJcontract)
fm~m;j>I;Jl¥J:tt.f Support of energy agency

• MiiJ~~ !'ij~~JiUiSubsidies for feasibility studies
t2:~~~JiUi Investment subsidies

• 3tiili (ffj,\1!,1IJl*) J9i fI Communication programmes

I
I
I
I
I
I
I
I
II
II
II
II

25 ••------ ••_ _ ••••••••• _ _ •••• 111
OT...,-.
a ........ .-..l ......'
a --..caw-I

-- -

(:1 L!1HI) iX flu !jj(.'4~ The Gosts of"ülllm,uy :lgr"'-'ltIent5
(iI':U(:fIJjfij govemment perSpt"Ctive)

1i:Ä. InsIlUment .q1ffLnlG* Specific costs
(llX.7G/JIili CO2 ) (Ewohom>e of CO2)

CS"di __ tme.IO)Cal"J)

f,1j~ 13l!1:1J.i.5( Dutch voluntary 10-15
agreements (1:!\ It!lIXi'" cogeneration 20)
NjH!~lovcstment Account -35
Act(1980-1987) CÄl:ffiIH wide range)
EINP ~~Wi ElNP Subsidy 25- 50
EIA!lfil$(xf,f -25
EIA Fiscal support (5 - 400)

1l~:~+1P1 ;'lf~tjS*,rIJti}~)(
Neg(Jlial.t~ ngrf.:eme111:;:in EU1\Jpt:an <:ountries

IEß/J Country j;JJ.i!U& ~iij~ S.!!1.fll!~
Number Number of Coverage
agree- firms energy use
ments

PJ-~ Denmark 143 143 45%

7'!1E France various 33 40%

!lIE Germany 1 4400 70%

fni~ Nethland~ 30 1250 90%

3
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MdY8"Results
• !ltfrHii1-tfuj~25-50%i¥Jff~3i'$(i:&~tJjHiUt~~

~1!11J.i50fJt ~i¥J We estimate that 25 - 50% of the
energy efficiency improvement in the Netherlands is caused by
the Long Term Agreements .

.~~~M&~~~Mm~i¥J~n, ~~~*
~:If' j;:i=!T ft~JfJt ~ i¥J This effect would
most likely not have been reached without the additional efforts
made by the government and the government agencies

ift {Qi if': :'(:;-Free Riders
U[~!(~ut~~J'hj rcsj10nst appro". 25%)

1i'$ Method !*{g!$rt-J &f!!l!'->t(J/J "xJ1l!.i1rt-J
Freo-riders Tri~ered Irrational"

EIA tflfYJtl':inJ stated 50% 50%
behaviour

~~~:$Hfi 65% 10% 25%
profitability
analYSis

EINP ~fYJ;Wj;inJ stated 50% 50%
behaviour
~;flHHfi 70% 15% 15%
profitability
anIaysis

II
II

49 IS .35 300-350

16 0-15 -10

180 20-40 30-40
67 25-65 10-20
47 20-60 10-25

55 20-45 5-10
25 40-50 5-6

2\ 30-60 3-25

~ TllC Cust-Etl<x:tivt'nt'ss of Suhsidies
ßJil 1lIfl!$ Frco- 4'l!L$.* Spcafic

Number rider oos1I (IluroOC02)
49 10.SO 4-8
46 40-65 1S-30

Coodcma-ltillil
F.........,.coavatc<
3l;lilll
Lcisbt-wcight lrIil ..
IM!lIIi$
Wmd"",,"",

lI.:hPl~#l
lDsuialionlMll/!.l
ED bImds "AllIIi
Heat buff .. syllaD /!.IlI/i'!>
1Ill:
CHP/!.Iiillli'"
OlDCric;Jl;'E:
1!1Il .......

Generic ui

14,000 A~tf(Jx~:
.(;'J.~~tf(J 15-
0%
ypical support:

15-20%of
. vestment

X<t~'i'ijtf(JMil$(x~
Fiscal support to
co 'es

EINP X<t~Fg~Jm~tf(J~"Wi 1,200
Subsidies for non-profit
organisations

EIA

3. {;jL~:':.ii~~~1r;l:j\(J(Ltr'ir9\H
In\'~'.;.:trncntSUpp\lrt Prügl~'mmes in the NetherlandsII

'I
I
I
I
I
I :~:flt'.1f:tRl~ Two approaches

I
I

• ~1!f.I~JIiJ: "!m3i1f~"Wi:JF~~iH:rr~~? "
Stated behaviour: "Would you have done the
investment without the subsidy?"

• ?M.~HHJT: "~"Wi~~5M" T ?M.;fU;r-.lEtf(J~~? "
Profitability analysis: "Helps the subsidy overcome the
lack of profitability?"

tEiji ~ 7fMllltft~~i.'l't5it:l1J Plan evaluation at the start of the
program

tE~m~~#~~m~~i.'l't5IA(~~~M*~~~~
1i) Build evaluation tools into the design of policy instruments
(e.g. regular questionnaires)

.5'lifi'l't5A'ffi!!'!littBring continuity in the evaluation process
('1'WiIVf'1tIi&ittleaming)

I
I 4
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1fE#: ij[~~rJJJ: e<Ji-sr-1i!i
Recommended:

Theory-based evaluation

.Wrl~~~B~~~~~BffiM~~**~
prognm \beory sets out the expected caus~ect relations in a progI1llll

• il$(mllitl~**1«~tf-7f ~~ B? What did the policy-maker
expeel about how the program would work?

• j;;~**~~~4JJ1-llftl1iltitl~WiMli~. l;J.-fJ!illff
W'fi!i For each step in the caus .... ffect chain indicators are developed to

measure what happens in that step

• wWJX<til$(m~9!ll:~Jiji~illff-5Hfi Hdpstoexplainwhy
policies failed.

1:Q.;?~Yirjg ~~~.fij~
fxample of program

lhl.'Ory;
subsidy für d\idcnl

l)h~{:lric appliances

m~B<J~~~*'I- Recommended reading

~*i! Conclusions
1I"flll~ ~ f(.Ji&j/l'~'I't.5:lV"$S,jI!£f(.J
Policy evaluation is not easy for energy efficiency
programs

jj)(j/l'Wt.5J.\'iIllJi*: Policy evaluation is necessary to ensure:
fl~f(.J~tilJ (~~ =!k1Jt'!i-rrilDeffective programs (programs
that work)
~*~~~~-rr~ (~*~~=!k1Jt'!i-rr~)
cost-effective programs (programs that do not cost too much)
i&!f.ffr~ f(.Jffi1'l' credibility of government action

I
I
I
I
I

it11t: Peter H. Rossi, Mark W.
Lipsey, Howard E. Freeman:

~'I't.5- -1'f;tJftt~Jj/l'~
Evaluation - A Systematic
Approacb,

~ ll!I /:lj!,& Sage Publications,
Thousand Oaks, CA, USA, 2004
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Annex 9.8.13

Subcontract Report
Project manager Wang Bui

Under the guidance of the PMO, the project CTA and the PIC, MOA's Township
Enterprise Development Center (TEDC) and MOA's Center for Energy &
Environmental protection Center (CEEP) as the subcontractors have fulfilled the
contract for the establishment and capacity building of LPICs in accordance with the
project framework and objectives. During the contract period between July 1, 2003 and
March 10th, 2004, LPICs have been established at the four pilot sites of Xinjin County,
Sichuan Province, Tieshan District, Huangshi City, Hubei Province, Jiangning District,
Nanjing City, Jiangsu Province and Dalian City. With our help, the statutes, action plans
and voluntary agreements have been developed and formulated. The following is a brief
report on the subcontract activities.

I. . Working procedures and accomplishments
1. Working procedure
• Collection and analysis of information
• Training and surveys
• Drafting Statute, Action Plan, VA and Monitoring and Evaluation Scheme
• Finalizing the above documents after consultations with parties concerned
• Facilitating signing of VA by and between the local governments and the

four pilot TVEs
2. Accomplishments

(1) Training
Against our work plan, the first training workshop was held in Beijing
from Aug. 7th to Aug. 9th, 2003. Participants include officials from the
LPICs at the four pilot sites under the subcontract, representatives of pilot
TVEs, and those from the other four pilot sites of the UNDP/GEF project.
At the workshop, the subcontractors explained to the participants on the
working procedure, implementation plan, and the approach and
methodology to develop the LPIC statute, VA framework and Action Plan.
The participants had better understanding about the project background
and objectives.
(2) Field surveys
Field surveys were carried out to the four pilot sites and TVEs on Sept. 20,
2003, Oct. 28, 2003 and February 16, 2004 respectively, of which four
reports have been produced. The surveys included questionnaire,
interviews, discussions and plant visits. Local officials, TVE executives
and field experts were interviewed. The surveys identified barriers each
pilot sites and TVEs encountered in applying energy efficient technology,
and information about the local situation was gathered including industrial
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development, industrial policies, ownership reform, energy consumption,
enforcement of environmental protection regulations and laws, technical
progress in energy efficiency, as well as market. Evaluation was done
based on the information, and, findings and recommendations were given
in the reports.
(3) Formulation ofLPIC Statute
The subcontractors helped the four pilot sites in designing and developing
LPIC Statute. The statute serves as the guiding principles for LPIC work. It
defines the nature and purpose of LPIC, its organization structure, its
membership, as well as its functions and working procedures.
(4) Development of Action Plan
The Action Plan was developed on the basis of survey findings. As one of
the important tasks of the LPIC capacity building, Action Plan will serve
to fulfill the objectives of the UNDP/GEF project. It gives the project
background, identifies the main barriers for the pilot TVEs and industries
to apply energy efficient technology, and sets the target for energy
conservation and emissions reduction (short term objectives for 2003-2005,
long-term for 2006-2008). Program is also developed to fulfill the targets.
(5) Design of VA
We assisted the local governments and TVEs in drafting energy efficiency
VA and worked hard in facilitating the signing of the agreement.
According to VA, the pilot TVEs is voluntarily committed to energy
conservation or emissions reduction targets for a certain time frame while
the local governments promises favorable policies or incentives for the
TVEs when the targets are fulfilled. It is included in the VA the targets and
measures to be taken by the TVEs, favorable policies for the TVEs
fulfilling the targets, and monitoring and evaluation of VA implementation.
(6) Development of monitoring and evaluation scheme
A scheme is developed to monitor and evaluate the implementation of
Action Plan and energy efficiency VA. The scheme gives detailed
definition about the obligations of PIC, LPIC, Hongyuan Co (PTPMC) and
pilot TVEs. It explains the monitoring procedure, the monitoring measures
and evaluation system, as well as technical and economic evaluation of
energy conservation in the pilot TVEs.

II. Observations
1. During the implementation of the subcontract, we have always been

bearing in mind the project objectives, the TOR stipulations and the
significance of the UNDP/GEF project. This is the principle for us to carry
out all subcontract activities.

2. Preparations and surveys are important factors for us to accomplish
contract activities. Each expert of the team used every means to collect
information he needed. They approached government agencies, industrial
associations, universities, or made use of libraries and internet, and learned

2
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a lot about the laws and regulations relating to environmental protection
and energy, related policies and their enforcement, the technical level and
energy consumption in brick making, metal casting and cement industries
as well as financial policies for small and medium sized enterprises. They
improved themselves in VA knowledge-its definition, categories,
application forms and its application both at home and abroad. Their
self-study efforts paved a sound foundation to develop documents required
for the capacity building of LPICs.

3. Support from the local governments and the pilot TVEs is also essential for
us to smoothly complete the subcontract activities. The activities include
field surveys at the four pilot sites. During the surveys, local TVE bureaus,
local governments and TVEs offered us great assistance in making
necessary arrangements. For instance, we started our work with Xinjin
County. The county government gave special attention to our activities
there, and the governor personally kept following the progress. Authorities
concerned cooperated in arranging for discussions, field surveys and
interviews, and providing us local policy documents. All these helped us in
developing framework of the documents stipulated in the subcontract,
serving as a model for the other pilot sites. Our work in Nanjing also
attributes a lot to the local government and Moling Metal Casting Works.
They were very cooperative in filling out questionnaire we sent to them
before our field surveys started, giving us great convenience.

4. The documents-LPIC Statute, Action Plan, VA and Monitoring and
Evaluation Scheme-should be developed in accordance with the local
conditions so as to make them workable and practicable. The four pilot
TVEs, making either bricks or cement or metal casting, involve different
technology and raw materials. They differ from each other in energy
consumption, energy efficient technology, and target for energy
conservation should be set for each of them. The two metal casting TVEs
are applying different production process, making different products and
have different markets. Therefore, the VA design varies with the four pilots
in terms of target setting and implementation methods. The designing of
LPIC Statute also embodied the actual situation at the pilot sites. The
establishment of LPICs is another example. Three of the four LPICs are at
county or district level while the other (Dalian) is at municipal level; Dalian,
Xinjin and Jiangning LPICs are established within local TVE bureau or
SME bureau while Tieshan LPIC is founded within the district government.
The four pilot sites have different environmental protection measures and
favorable policies, and they face different barriers in technical upgrading.
There is a big gap among them in ownership reform. All these differences
were taken into consideration when we were designing the documents.
They have the same framework, but differ in details.

5. Good teamwork plays an important part in accomplishing contract activities.

3
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The LPIC Statute, Action Plan and VA are interrelated. Our experts in VA,
training, law, energy efficiency and TVE consulted each other in the
process of developing the three documents. National and international
experts were also invited to help us. Six seminars were held among experts
for dis.cussions on and revision of the three documents.

6. Guidance and help from the project CTA, PIC and PMO is a guarantee for
us to accomplish all contract activities. This contract is one part of an
international project, and all activities under it must conform to
international standard. We would like to thank CTA, PIC and PMO for their
guidance and supervision in this regard. They helped us in understanding
the tasks, joined us in field surveys giving us good advice about
information collection. Our drafts were first handed to them for their
comments and advice before submission to UNIDO. We have learned a lot
from the CTA, Mr. Wang Xiwu and Mdm Wang Guiling.

III. Improvements to be made
1. More preparatory work is necessary before a survey is carried out.
2. More information is yet to be collected about the technologies applied in

the pilot industries, and related policies.
3. More efforts should be taken to achieve better communication with the

pilot sites and TVEs.
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mOl 9.8. L4
l.DP/GEF ~Energy Conservation and Greenhouse Gas Emissions

uction in Chinese TVEs- Phase un

The Establisbment and Capacity Building ofLPICs

Action Plan
-Designing approach, implementation and revision

Bcljiag
MllldlOO4

I. Introduction of Action Plan
2. Designing approach
3. Design, implementation and revision

.~ I. Introducti?~~..~~=\c~i~?Plan

I. Definition
2. Objectives
.I. Main points

I. Introduction of Action Plan I. 1 Defination-l

Detinitions
Action:

The state or process of acting or doing for a
certain objecti ve

Plan:
A scheme, prof,'ram, or method worked out
beforehand for the accompl ishment of an
objl.'Ctive

'~.;... _1. I_nu_.od_u_C.H__.o_n._I.1Definition-2

Role of Action Plan in the project
implementation:
Guiding principles, programming and
activities developed by LPIC to remove
policy barriers to promote energy efficient
technology in TVEs.

I. Introduction of Action Plan 1.2 Objectives

Objectives:
To promote the removal of policy baniers to energy

efficient technology in TVEs by various means. e.g.
issuing govemmelltal regulations and decrees in
accordance with laws. acl~ and codes related, voluntary
actions taken by TVEs, as well as othLTecollomical
measures.
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Introduction of Action Plan .1.3 Main points

• Investigate and identify policy baniers to energy
efficient technology in TVEs restricting policy
enforcement, technology update, tinancing and
product marketing;

• Develop the sector's ShOll tenn and mid - long tenn
goals in energy efficiency and (jHG emissions
reduction.

• Develop measures to remove ban'iers identified

.~~l.II. Designing approach
.~-----_ .._~.¥,.~.~_...,,_ ... - •..

I.Guiding principles
2.Essential consideration
3.Working steps
4.Survey scope

,~ II. Designing approach _~?l!idi~~principles

To steer and regulate the market through
governmental policy de\'e1oping and
implementing thereby promoting the adoption
of energy efficicnt technology shunting to
market-oriented manner; To develop sucb a
market-oriented mecbanism tbat promotes
TVEs to voluntarily adopt energ,v efficient and
GHG emissions reduction technologies.

II. Designing approach 2.2 Basic considerations

• Emphasisof reduction in energy
consumption and energy conservation

• Involvement of local governments as an
encouraging force

• TVEs as the principal actor
• Market asa driving force
• 2 phases: phase 1: 2003-2005

phase 2: 2005-2008
10

II. Designing approach 2.3 Working steps

11

II. Designing approach 2.4 Survey scope

• Organization of TVEs and key issues related to their
development

• TVE's o\\'uership reform
• Cunent status of the sector
• Cun'ent effective policies and regulations related to

energy efliciency (md environmental protection, and
their enforcement

• Delib(.~.ate fr.unework of t<.."Chnicalinnovation for
energy efliciency and VA

12
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n. Designing approach 2.4 Survey scope~"

I.Statu! of industries
2.S10tu, ofpllut TVEs

3.Adminlstntive system of industries and capacity buildinG of
I,PIC.

4.5t31u5 of ownership

5.Relaled industrial poJicies
6. POlicie.o; on environmental protection

7.Tl!chnologiclI applied in the pilot judu.trie.

8.lilnandal situation of the pilot industries

9. Markel situation
10.Rccommendatlons

13

HI. Design. implementation and n:vision of Action Plan
3.2 Outline of Action Plan

t • p,ojed bad<ground
2. Saniers IdenUfltd in the pilot lrdurttles
3.0bfect~s

Short.lt'l'TTI (200).2005)
MId. ard IOfIJ'ft'nr. (20Q6.2008)

4. Implementation procedJrt:$:
(I). Energy efficiency VA.lIgntd by and between pUOITVB and fOOlIgowrnment,
(2). VA replication by LPIC
(3). Cap.,i1y building
(~). Study ""',
(5). Inrtitutionul arrangem:!nU
(6). Prderentlal policies for VA participating TVB
(7). Enhanced publldty and n..plicatlon of VA
(&). lncentivoe rnechenhm
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'. 111.Design. implementation and revision of Action Plan

1. Design basis
2.0utline of Action Plan
3.Case study
4. Action Plan features at the four pilot sites
5. Implementation & revision of Action Plan
6. More policy issues concerned

,.

.- III. Design, implementation and revision of Action Plan 3.4 Ac

1rflan features at the four pilot sites
...

PlIofsltC'l Fc:ilturcs of fuur I.Ples "'catum or Iheir .\dIoo Plan
X1njin("t>llr.!y o,...j1lrer.;l;l!lhl(tI(>nli:la!illl; •• IU'~ .......lr~ ... 11bticlq,.'h~ ~1II1S1lt1llkd;

aUlh..>ritk. ccnor:nod. ud b>du""~ ~;rd1i:,e;:~'l\.
.o.!lntl'litt ... liun

I!UI;' .... 'DCiI,. O,,,,>Jal. .."YC::ÜI~.ooNi.."l:I(im.. 6ccil'\ii; Tmr:;&n~."n,,:I:*o>I-"'UIo;
n.:b in IntMll<'n.. r,ood 01.1'~...o.l",. f!.tJwh ... crlf,~l>f\l;.~ ",-ti&..,.

[)llIif.nC:i~ r ..rtjQv-tk>ll.'rdry.ac...1~UcI.k (luodrt:WlciallUll~C"n .."'lI

(lß::fJi:l::J.'lr&ltl'l' .. d.:.>lU;IIl!/:..!.l •.-irbnu"f Sdr ....;~.;li'lUI1l;:o(\ßI.luuri.I.UIi ..-iatll_
1nd.\:I.1riti: ("'f1.c1t)o'. wt-1ll.,")<,Ht>1

rn>d'ldl..~~"~II~h ...

n.r.s;tl.n.,'\. IJlICbh;l,Xj1\'<'l'rJIIC"dJI~'''1hc~1 \'1l.11i .... mo:W l.:::ltil'ltl IV}.'./. in Uah::n
S'Itii1'-tl t.~II\f~l'lqllt.:r; .. ">dl.dcojn IVEIC":'>tlIlo.""\&IN1

dan~atlcmat1.;1It:pjlotl'\'Ela..!u>l>r:.
,'~I~IIlIlll(lo.1foklrb:l'\CUl'Io.k!W .. ~

-'I&n:r~

tion
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III. Design. implementation and revision of Action Pion
,3.1 Design basis

• National rules. regulations and laws
• TOR
• Survey findings of policy barriers
• LPIC Statute
• Local plan for social and economic development
• Status quo of pilot 1VEs

15

III. Design. implementation and revision of Action Plan
3.5 Case study

• Xinjin, Dalian, Nanjing, Huangshi
• LPIC features
• Barriers identified
• Design of Action Plan

"
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III. Design. implementation and ,,:vision of Action Plan
-~. 3.6 Implementation and rL'vision

_PIOn
1

II ........................... \
MOUaI. . 'ReV~iOO

~II
II "

II
II ,-- III. Design, implementation and revision of Action Plan. .

¥,.-J. 3.6 More policy issues conccnted

II • Some policies are being improved
e.g. mechanism of pollution charge

• Policies need to be improved
Environmental evaluation

II Tax policy for welfare TVEs

II 20

II
II
II -~ Thank you!
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Annex 9.9

Recommendations on replication of Pilot Sites to Promote energy

conservation and emissions reduction among TVEs

I. To use the influence of the project to improve local officers' understanding

of the project and their awareness of environmental protection

• It is necessary to intensify in various ways, publicity of the project and its

achievements so that it is known to more and more people

• More efforts should be made to integrate the project activities with training of

officers at counties where the pilot industries are concentrated. Training

activities should be designed to share with them information about

environmental protection, national and international environment policies and

the significance and outputs of the project. They should aim to improve the

officers' awareness of environmental protection and their recognition of the

project. Driven by the positive interaction between project intervention at pilot

sites and local economic development, the local officers will be interested and

voluntary in participating in the project.

II. To draw on the activities undertaken at the pilot sites and develop favorable

policies for replication

• The characteristic policies and the experience of the project pilots will be

useful for future pilot replication.

• If PIC takes the advantage of project implementation and coordinates ministries

concerned for more national policies in favor of pilot sites, local governments

will be enthusiastic to participate in pilot replication.

III. Principles for selecting replication pilots

• The pilot industries and TVEs there are concentrated (or commercialized), and
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there are quite a number of excellent TVEs.

• The sites show good performance in environmental protection.

• TVE ownership reform is almost accomplished.

• There is a sound system of SME (TVE) administration.

• Local governments have strong interest in participating and clear objectives.

• Ongoing national and international environment projects can be considered for

integration with the pilot replication to mutual benefit.

IV. Project activities and pilot replication

Project activities should be designed to take place at candidate sites for pilot

replication so that project activities and pilot replication be integrated.

v. Recommendations on pilot replication

• LPICs can be established in various forms. The arrangement and functions of

local governments differ from each other. The actual capacity and the attitude

of local TVE authority or its supporting agency should be taken into

consideration in fixing the form and functions of LPIC. LPICs can take

different forms and have their own characteristics provided that priority is

given to energy conservation and emissions reduction.

• Action plans should incorporate the current and long-term work plan and

strategy of local governments so that they compliment each other and interact

in a good manner.

• Priority should be given to TVEs that enjoy good capital flow, clear ownership

and promising market and those that will produce influence as a pilot in energy

conservation and emissions reduction.

2
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