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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 1* training workshop

4.0 Field surveys

5.0 Discussions and modifications

6.0 The 2™ 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

4



l

. ——

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 1* 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
Xinjin 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 of PMO 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



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
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part in the survey activities in Dalian and CTA was invited to the activities
in Xinjin and the 2" 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 jointly assess 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.



5.0 Discussions and modifications

With the specific situation of the four pilot sites in 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 fhe 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.
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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 2" training workshop

The 2™ 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 3™ to March 26‘}‘, 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
29" to March 31%, 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



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 31%, 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 Fuqgiang, 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.

Wang Xiwu.

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



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 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.



- 84 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
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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 of LPIC”.

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.



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 of PMO, 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 of the 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



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



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 1mm; build
storeroom of 800 m?, 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 ISO14001 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.



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.



|
I
I
I
I
I

Annex 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

L I 19

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 EEI correction are cut off.

4. In the clause of “monitoring and evaluation”, measures to be taken
when the target is ﬁot fulfilled is put according to international experts, Ms. Lynn Price

and Mr, Ernst Worrel.

5. Some data are corrected and verified.



Annex 9.2.1

Clause 1

Clause 2

Clause 3

Clause 4

Statute of Xinjin Policy Implementation Committee

Introduction

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.

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

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.

Delegates

Xinjin LPIC shall have 5 delegates, who should be directors of the



Clause 5

Clause 6

" Clause 7

Clause 8

Clause 9

above-mentioned 5 local government authorities.

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.

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.

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.

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

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



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.

Xinjin LPIC will promote Energy Efficiency Voluntary Agreement (VA)
to be signed by and between the local government and TVEs.

Xinjin LPIC will regularly provide TVEs with information about
updated energy efficient technologies and related policies both inside
and outside China.

Xinjin LPIC will promote in the county better enforcement of existing
national policies for technical upgrading, energy conservation and

environmental protection.

. 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.
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.

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.

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



Clause 11

Clause 12

Clause 13

Clause 14

TVEs.

Governance and working procedures

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.

Interim meetings

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

Reporting system

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

PIC on a regular basis.

Supplementary Articles

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.



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 TVESs” 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:
® The enterprises have no energy management system;

@ The brick industry has no professional experts and no energy efficiency
Supervisor;

® 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.



3. Objective

(1). Short-term objective (2003-2005 )
® The government sign Energy Efficiency Voluntary Agreement with
demonstration enterprises.
@ To upgrade the energy efficiency technologies and the objective is to reduce
energy consumption per unit product (or production value) by 12%;
® To establish an effective mechanism for brick industry’s sustainable energy
efficiency and GHG emission reduction.
(2) Medium and long term objectives ( 2006-2008 )
@® In 2008, compared with the data of 2002 (baseline), the ultimate objective is
to reduce energy consumption per unit product (or production value) by 15%.
@ 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:

® Consult with enterprises and formulate energy efficiency technology
upgrading plans that are to be assessed
Identify barriers to the implementation of the plan.
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)
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

ready for extending the experiences in Xinjin county’s brick industry.

@0 ©®ee

Q



l
I
I
I

(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:
® In December 2003, a local expert team is be formed, consisting S technicians
selected from different local brick enterprises
@ 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.
(® 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 CO2 emission reduction and increase the
enterprises’ overall competitiveness.
Tasks: .
@ Establish a policy column to publish the national and local laws and statutes
on energy efficiency and GHG emission reduction;
@ Establish an information column to follow up the progress of energy
efficiency and GHG emission reduction;
® 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.



@ 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:

@D Organize experts to survey Chengdu’s market for brick, energy consumption

status of brick industry and the phenomenon of tile facing on architectures.

@ Compile survey reports.

® 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:

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

@ Guide the enterprises to conduct energy efficiency and GHG emission
reduction activities and accelerate the depreciation of the equipment listed in
government’s clean production catalogue.

(® The cost used for energy auditing and training is to be listed in enterprises’
running expenses.

@ The proportion of the cost incurred for researching and developing
technologies for energy efficiency and GHG 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:
@ 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 ISO9000 shall be printed. This shall help to

4



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 ISO14000.

® 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 ISO14000 shall be carried out in 1-3 enterprises.

(7) Reward system
® Recommend enterprises to participate in the appraisal of Advanced
Enterprise;
@ 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.



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 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 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 UNIDQ 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 km?, 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
I;““‘"":’ of | _ 5 7 1828 1869 0.37
actories
Total output | 10,000 1672 2087 | 376534 | 417040 0.50
value Yuan
Initial ~ fixed | 10,000 1832 2356 | 123148 | 146981 1.60
capital Yuan
Staff Person 1219 1340 | 35772 | 35465 3.80
employed

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



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 s
% of brick industry to
(CMD CMI in 2002
2001 2002 2001 2002
Number —of | _ 5 7 22 24 29
Factories
Total - output | 10,000 1672 | 2087 | 22672 | 24500 8.5
value Yuan
Initial = fixed | 10,000 1832 2356 | 13832 15400 153
capital Yuan
Staff Person 1219 1340 4880 5012 26.7
employed

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 CO, was emitted. So the
adoption of technologies aiming for energy efficiency and CO, 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.



Table 3: Energy Consumption and CO; Emission of Brick Industry

in Xinjin County
Unit 2001 2002

Output 10,000 pieces 17874 20988
Energy consumption | Ton of coal equivalent / 118 119
Per Unit 10,000 pieces ' ’
Total energy .

. Ton of coal equivalent 21091 24976
consumption
CO; 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 ISO9000 certification and the financial
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 KP; circularly perforated and rectangle perforated brick, perforated modulus brick,
non-load-bearing hollow bricks with more than 6 perforations and common solid brick of KF 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 1* phase, the project v 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 SO, and CO, shall be decreased by 25%-30%. Suppose coal consumption for producing
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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

and ornamental brick

Product varieties Solid brick

Common  perforated  brick | 0.45Yuan/piece of KP1

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 CO, emission shall be reduced. The
implementation of the 2™ 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
10,000
Tax turnover 3683 4302 16.8%
Yuan

Total output | 10,000

value Yuan

21500 23200 7.9%

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’ financing capacity by connecting the financing
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 Opihion 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 Ultilization 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 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 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 SO, 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 SO, emission can be calculated. Now the fee is paid
according to the actual SO, emission amount tested by local environment protection administration.
The unit fee standard for SO, emission is 0.2 Yuar/kg in 2003, 0.4 Yuan/kg in 2004 and 0.6 Yuan/kg in
2005. According to this standard, the SO, 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 financial
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 leam 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.



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 financing of the medium and small-scale enterprises, Chengdu municipal
government has formulated Opinions on the financing of the medium and small-scale enterprises
({2002] 40) on December 26, 2002. In this document, there are clear items on the principles, objectives,
financing object, conditions and major measures for financing medium and small-scale enterprises.
Support fund has been established to promote the financing of the medium and small-scale enterprises.
In 2003, 80 million Yuan has been set aside by the public finance as exclusive fund for financing
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 finance in 2003 as exclusive fund for financing 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 financing 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 2001 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 2™ 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 financial 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 CO, 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 1ISO9000 and 1SO14000 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 Ltd in Xinjin County, Chengdu City, Sichuan
Province
(Hereinafter referred to the Demonstration Enterprise)



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 Il, 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 regulatbry 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 31%
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 31%
December 2008, achieve the energy conservation target: reduce energy
consumption per unit producf (or production value) by 15%.

Indirect Energy Efficiency targets: through production of new

. energy-conservation products to save raw material by 25% and decrease

2



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 difficuities 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 31%, 2005 .
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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 irhplementation 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.
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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 315 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 Xinjin County, Yongxing Shale Brick Co Ltd, Xinjin
Chengdu City, Sichuan Province County, Chengdu City, Sichuan

(seal) Province (seal)
Authorized representative Authorized representative
Date: Date:
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Appendix:

Yongxing Shale Brick Co Ltd

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.

Energy Conservation Plan

energy-conservation building with brick-concrete structure..
The technical process is:

Shale ] Store up

Internal Combustion Coal

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

— > Crash step2

Mix stepl

Mix step2

Product

'|Crash stepl
Manual
<4 Bake [ drying @
[} 1
[} [}
[} t
i [}

rRemaining Heeﬂ

3 Energy Consumption of the Enterprises

I

Blank cut

<__

Extrude

Energy Consumption in 2002

Consumption CO, Emission
Type of Energy Coefficient In tce
Quantity (t-CO,)
Coal (1) 12,996 0.6857 8,912 22,218
Electricity (kWh) 2,430,000 0.383x10° 928 2,315
Total 9,840 24,533
Production (10k standard brick) 7,014
Energy Consumption per unit product 1.40

(tce/10k standard brick)
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Targets

The Demonstration Enterprise establishes voluntarily the following direct
Energy Efficiency targets: based on 2002 (reference year), by 31% 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 31
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.
5.2Common 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.
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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

5.3Energy Conservation and Technical Innovation
In order to achieve the target of energy conservation on time, the
Demonstration Enterprise shall adopt the following measures.

Measures

Expected CO,

Energy Emission
Conservation | Reduction(

(tce/a) t/a)

Time

Adopt high-speed pulverizer to
reduce the material granularity to
less than 1mm.

Build storeroom of 800 mz, 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%.

1200~1440
0

2992~359 | 2004/6-2

004/12

(=]

Expected Output

Energy Conservation Measures

Expected Energy
Conservation

CO; Emission
Reduction (t/a)
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(tcela)
Energy Management & common 295 735
measures
.Energy'Conservatlon & 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 m? 2650 6606
Total 4145~4385 10333~10931
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Basic Information of the Demonstration Enterprise

Name: Yongxing Shale Brick Co Ltd

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 ISO9000: 2000 2002 Shale Brick
Control
System
Certificati
on
Year 2000 2001 2002
P Value Value Value
Output
r Product type Output (t) (10k (t) (10k Output (t) (10k
0 RMB) RMB) RMB)
d Hollow brick 1174 1985 2590
u Solid brick 4056 2695 2611
809 879 912
c
t Air brick 5577m’
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




Annex 9.3.1

Statute of Dalian Policy Implementation Committee for Energy

Conservation and Environmental Protection in Metal Casting TVEs

Clause 1

Clause 2

Clause 3

Introduction

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.

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

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

Clause 5

Clause 6

Clause 7

Clause 8

Clause 9

Delegates

LPIC shall have 4 delegates, who should be department directors of the
above-mentioned 4 local government authorities.

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.

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.

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.
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 of LPIC.

Functions of LPIC

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
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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.

LPIC will promote Energy Efficiency Voluntary Agreement (VA) to be
signed by and between the local government and TVEs.

LPIC will regularly provide TVEs with information about updated
energy efficient technologies and related policies both inside and outside
China.

LPIC will promote better enforcement in the pilot city of existing
national policies for technical upgrading, energy conservation and
environmental protection.

LPIC will establish incentive mechanism to promote energy efficient
technologies, and have best practices in energy conservation and
emissions reduction replicated throughout the municipality.

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.

The Municipal Bureau of Science and Technology is responsible to
provide technical support to metal casting and cement TVEs applying
energy efficient technology.

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



Clause 11

Clause 12

Clause 13

Clause 14

casting and cement TVEs in sourcing funds for technical upgrading.

Governance and working procedures

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.
Interim meetings

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

Reporting system

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

PIC on a regular basis.

Supplementary Articles

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.



Annex 9.3.2

Action Plan of LPIC for TVEs’ Energy Efficiency and Environment

Protection in Dalian

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 LPIC of Dalian city has formulated the action plan.

2. Obstacles to Adopt Energy Efficiency Technologies

(O 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.



® 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)

® The government sign Energy Efficiency Voluntary Agreement with
demonstration enterprise.

@ 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% .

® 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 )

® 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.

@ Extend the demonstration enterprises’ voluntary agreement model and
establish enterprises’ voluntary energy efficiency mechanism by adopting a
market transformation approach.

® 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:

® Consult with enterprises and formulate energy efficiency technology

upgrading plans that are to be assessed.

@ Make surveys of demonstration enterprises in order to identify barriers to the
implementation of the plan.
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);

@60 ©0
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@ 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
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:

® Conduct surveys on Dalian TVEs that are engaged in casting industry
Setup the leading group of the sub-association
Formulate constitutions for Dalian casting TVEs Sub-association

Report the preparatory work to Dalian TVEs Association for approval

© ® © ©

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

@ 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 of Dalian 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:
@ 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.



(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:
@ 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.

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

® e

® 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:
@ 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 afterwards, 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:

@ 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 of PTPMC 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:

@ Print 10 thousand pamphlets on energy efficiency and distribute them to
enterprises engaged in casting and deep processing of agricultural and
sideline products.

@ 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.
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‘Annex 9.3.2.1

Field Survey Report on LPIC Establishment in Dalian

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 I, 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 Dalian

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 RMB100.3

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

RMB?2.75 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% 132% | 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

University

Total No. - mm 1

ota (.)Of Internet | Association| /Research Loca} Abroa| Gove .en Persona Marke]
enterprises . enterprise| d | tal authority | contact

nstitute

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 CO; 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.
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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 of TVFEs in Dalian
Table 5: The ownership of TVFEs in Dalian

Unit: 1 number, RMB100 million

Capital Consistence
o hi Enterp. | Enterp. Forei Leoal
wnershi ) orei ega
P No. | Capital | Collective | Individual | . &n g
investment { person
Rural collective 5 3.73 2.28 0.33 1.12
Company
o 31 13.65 4.6 5.275 2.04 1.735
Limited
Joint Venture 8 481 1.62 2.21 0.27 0.71
Partnership 12 0.987 0.987
Sole investment 23 4.005 2.425 1.58
4



Total 79 27.182 8.5 - 11.227 3.89 3.565

5. Policies in relevant to environmental protection

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”.

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

5
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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 SO, discharge is RMB0.20/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 5™ 10-year national plan,
established a fund dedicated to the pilot of clean production, and provided
RMB100,000 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 No0.2002-141), 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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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 RMB1.5 million each year to support technical
renovation of the key TVEs within the period of 2003-2005. 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 RMBO0.45 billion
accounting for 92.5% and 65.4% of the total 3 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 of 0.879 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 RMB0.2 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



Adevelopment 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, RMB120 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 DN100 to DN2600 mm in accordance with
ISO2531. 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 CO, emissions
energy Energy factor (tce) (t- COy)
Consumption
Coal (t) 72 0.7143 51.4 128
Coke(t) 509 0.9714 494 1,568
lectricity 42300 0.383x107 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:
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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 of Dalian LPIC was formally confirmed by Dalian TVE Bureau
through the issue of a notice entitled “Notice on the establishment of Dalian LPIC”
(D/TVE No. 2003-31), in which it was stipulated that the LPIC is consisted of local
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 play a 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 of TVFEs 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.



| 9.2 To organize trainings

To invite experts from local and abroad to deliver trainings thus building up the
capacity of TVFEs 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 RCF,.
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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)



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 (“TVESs") —
Phase Il, 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 31%
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 31%
December 2008, achieve the energy conservation target: reduce energy
cbnsumption per unit product (or production value) by 25%.

Indirect Energy conservation: through improving product quality,

2
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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 as a 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.
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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
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 Enterprise.



The agreement shall come into force from the date it is signed and be
invalid on 31% 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.

Dalian Township and Village
Enterprise Bureau, Dalian City,
Liaoning Province (seal)
Authorized representative

Date:

Dalian Jinmei Cast Pipe Co. Ltd. Dalian
City, Liaoning Province (seal)

Authorized representative

Date:
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Appendix:

Dalian Jinmei Cast Pipe Co. Ltd.

Energy Conservation Plan

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 bronze.

The Technical Process is:

Raw Material — ]

Other —»  Melt Cast [P Clean Process
materials l
Mix [ Sh;pe - Core making Product
Mould making

3 Energy Consumption of the Enterprises

Energy Consumption in 2002

Consumption CO; Emission
Type of Energy Coefficient In tce
Quantity (t-COy)
Coal (t) 72 0.7143 51.4 128
Coke (t) 509 0.9714 494 1,568
Electricity (kWh) 42300 0.383x107 16.2 40
Total 561.6 1,736
Waste Ratio (%) 7~8
Production Quantity (t) 4,496
0.125

4 Targets

Energy Consumption per Unit Product (tce/t)

The Demonstration Enterprise establishes voluntarily the following direct

6
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Energy Efficiency tafgets: based on 2002 (reference year), by 31! 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 31%
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 | by 2%.
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.

5.2Common Energy Conservation Measures

Measures Effect
1 | Use high efficiency lighting products. Estimate increase
Reduce the energy consumption of transportation | energy
vehicles through rational arrangement. conservation rate
Use recycling office products. by 2%.

Use renewable energy technologies and products.

Use energy-saving products, including office equipment.

(>IN &) I I ~ N Y 4V)

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




5.3Energy Conservation and Technical Innovation
In order to achieve the target of energy conservation on time, the
Demonstration Enterprise shall adopt the following measures.

Expected CO.
Ener Emission
Measures gy. . Time
Conservation | Reduction(
(tce/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
cupola with high efficiency of iron 112 280
melting and the electric stove with
high efficiency of iron liquid heating
and easy control of chemical
components.

2004/6-2
004/12

6 Expected Output

Expected Energy | CO, Emission

Energy Conservation Measures Conservation Reduction (t/a)
(tce/a)

Ener Management & common

9y g 28 70
measures
Ener Conservati & Technical
: gy. ion echnica 112 280
innovation _

Total 140 350




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 1ISO9001:2000 2005 Valve, Pipe
Control
System
Certificati
on
Year 2000 2001 2002
P Product type Output (t) Value Output Value | Output (t) | Value
r (10k ) (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 (m?) 60,000 60,000 60,000
Energy Consumption '
Year 2000 2001 2002
Energy Consumption Quantity | Coefficie | Quantity | Coeffici | Quantity | Coeffici
nt ent ent
Coal (1) 68 0.7143 75 0.7143 72 0.7143
Coke (t) 446 0.9714 558 0.9714 509 0.9714
Fuel Qil ()
Coal Gas (m®)
Natural Gas (m°)
Electricity (10k kWh) 4.36 0.383 411 0.383 4.23 0.383
Heat (10k kCal)
Steam (t)
Compressed Air (m°) - - -




Annex 9.4.1

Statute of Tieshan Policy Implementation Committee

Clause 1

Clause 2

Clause 3

Clause 4

Introduction

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.

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

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.

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

Clause 6

Clause 7

Clause 8

Clause 9

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.
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 of Tieshan LPIC.
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.
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

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,
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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.

Tieshan LPIC will promote Energy Efficiency Voluntary Agreement (VA)
to be signed by and between the local government and TVEs.

Tieshan LPIC will regularly provide TVEs with informatioﬁ about
updated energy efficient technologies and related policies both inside
and outside China.

Tieshan LPIC will promote in the district better enforcement of existing
national policies for technical upgrading, energy conservation and
environmental protection.

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.

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.

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.
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
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Clause 11

Clause 12

Clause 13

Clause 14

sourcing funds for technical upgrading.

Governance and working procedures

Modality of operation

Tieshan LPIC will opefate 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.

Interim meetings

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

Reporting system

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

PIC on a regular basis.
Supplementary Articles
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.



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
Wauhan 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 28km? 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
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,

4 4 26 23 52 57
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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 of Tieshan 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 CO; emission was
291,000 tons. The energy efficiency and CO, emission reduction technological reform
in this district has profound effect on local environment protection.

Table 2: Energy Consumption and CO; Emission of Cement Industry
in Tieshan District

Unit 2001 2002
Year
Output 10,000 tons 78.01 85.44
Energy Kg ) of N coal
consumption Per equaviient 7 ton 136.24 136.14
Unit
10,000 tons of Coal
Total _ energy equavilent 10.6 11.6
consumption
CO; 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 ®3X11M mechanical vertical kiln cement production lines, producing 440,000
tons cement of P.0O32.5, P.042.5, P.S32.5 varieties.
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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 ISO9002-94 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

P t f
Cement industry Lufeng ereentage 0
. .. Lufeng to cement
Unit in Tieshan Cement . .
.. industry in the
District Company .
district
Total output | 10,000 13671 6759 49 4
vale yuan
10,000
Total output Tons 854 43,7 51.2
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 Yuan. This will improve products’ quality and promote
local energy efficiency and CO, emission reduction.

3. The Administration of Tieshan Cement Industry and the Establishment of
LPIC



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 of local 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) , 1 is 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 in
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. Ltd have been sold to managers, employees
and other individual investors. The property right reform shall effectively promote the

4



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 Tax for 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 furmmace) and other waste residues is mixed into the raw materals, 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;



—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



levying ways and scdpe 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.
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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 limestone 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 .1argest producer in Tieshan district and its output accounts for
51.2% of the total output of the 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, including12.80 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 Jun19r of
. . . y senior
Enterprise name of staff profession | profession . .
Employed al title al title profession high
Py altitle | 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 5 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. '
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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)



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 Bnergy 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 31* 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 31* 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
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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.



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.

The agreement shall come into force from the date it is signed and be invalid on
31% 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 Tieshan District, Lufeng Cement Company Ltd, Tieshan

Huangshi City, Hubei Province (seal) District, Huangshi City, Hubei Province
(seal)

Authorized representative Authorized representative

Date: Date:

Appendix: Assessment of Energy Conservation Potential

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 $3x11M standing-kiln cement product lines. The
annual production is 500,000 tons of P.O 32.5, P.O 42.5, P.S 32.5 cement.

Energy Consumption in 2002

Type Quantity Coefficient In tce CO, /t
Coal 72,311t - 0.7143 51,652 128,768
Electricity 33,320,000kWh 0.383x107 12,762 31,815
Total 64,414 160,583
Cement Production 440,300 t
Clinker Production 308,210t
Clinker Energy Consumption 168 kgce/t
Total Electricity Consumption of Cement 76 kWh/t
Total Energy Consumption of Cement 146 kgce/t




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 | 80kWhit,
heat endurance is| Total Energy Consumption of Cement:
improved. 117kgce/t

2004/1-2004/12

Indirect Energy Conservation Effect:

Indirect Energy Conservation Expected Energy Conservation

CO, Emission

Improve the quality of product, and | Based on the production in| 14,158t/y.
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| 42,473tly.

concrete, reduce the area of concrete | 2002, energy of 17,037 tce can
section by 30%. be conserved per year.

Increase the amount of
additives through improving the
cement quality.




Annex 9.5.1

Clause 1

Clause 2

Clause 3

Statute of Jiangning Policy Implementation Committee

Introduction

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.

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

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



Clause 5

Clause 6

Clause 7

Clause 8

Clause 9

Jiangning LPIC shall have 4 delegates, who should be directors of the
above-mentioned 4 local government authorities.

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.

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.

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.

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

The major responsibility of Jiangning 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 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.

Jiangning LPIC will promote Energy Efficiency Voluntary Agreement
(VA) to be signed by and between the local government and TVEs.
Jiangning LPIC will regularly provide TVEs with information about
updated energy efficient technologies and related policies both inside
and outside China.

Jiangning LPIC will promote in the district better enforcement of
existing national policies for technical upgrading, energy conservation
and environmental protection.

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.

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 coordination activities as well as the administration of all metal
casting TVEs in the district.

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.

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.
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Clause 11

Clause 12

Clause 13

Governance and working procedures

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.

Interim meetings

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

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.



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:
® The property right reform of the welfare casting enterprises is confronted with
tax obstacle;
@ 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)
® The government sign FEnergy Efficiency Voluntary Agreement with



demonstration enterprise.

@ To upgrade the energy efficiency technologies and the objective is to decrease
per product’s energy consumption by 18%  (with the data of 2002 as baseline)

® 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 )

@ In 2008, compared with the data of 2002 (baseline), the objective is to decrease
per product’s energy consumption by 20%.

@ 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:

® 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.

@ Consult with enterprises and formulate energy efficiency technology upgrading
plans that are to te assessed.

(® Identify barriers to the implementation of the plan.

@ 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 );

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



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 of local 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:
® 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;
@ Write project proposal and relevant reports;
® Apply for information construction fund through local TVEs’ Bureau to
Nanjing TVEs’ Bureau.
(5) Apply for preferential tax policy



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

® With the influence of GEF project, try to win technical upgrading fund,

@ Guide the enterprises to conduct energy efficiency and GHG emission reduction
activities and accelerate the depreciation of those equipment listed in
government’s clean production catalogue;

® The cost used for energy auditing and training is to be listed in enterprises’
running expenses.

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

(7) Strengthen publicity of Energy Efficiency Voluntary Agreement and promote
the extension 1IS014000 ‘
Time: July 2006

Objectives: Publicity of Energy Efficiency Voluntary Agreement and promote the
extension ISO14000
Tasks:

@ Organize on-the-spot meeting to introduce the typical enterprises that conduct
energy efficiency and introduce their experiences.

@ Publicize and carry out the environment protection management standards listed
in ISO14000 and improve the enterprises’ management level and their
awareness in energy efficiency technological upgrading;

® 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
@ Initiate public appraisal for advanced or modern enterprises.
@ Commend and award those groups or individuals that contribute greatly to
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research, development and extension of energy efficiency technologies.

® 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.



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 of Nanjing city covers an area of 1567 km? and has a population of
750 thousand. '

Table 1: General Information of Casting Industry in Jiangning District

Casting . Percentage of casting
Unit industry in T;’;T;)szm industry to TVEs in
2002 2002 (%)

Number of 18 17357 0.1
enterprises
Total output value 2> 47167 3644144 13
Initial fixed
capital  value 1%1(;?10 8447 | 1047355 0.8
(million 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, theré 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
i Cast steel

output Grey iron graphite | Subtotal
cast .

cast iron

Output 5.5 4.85 04 5.25 0.25
2001

Percentage % 100 88.2 7.3 95.5 4.5
2002 Output 6.15 5.35 0.5 5.85 0.3
Percentage % 100 87.0 8.1 95.1 4.9

In 2002, the main product manufactured by the casting industry in Jiangning district
of Nanjing city is grey iron cast, accounting for 87% of the total output.

Table 3 Energy Consumption and CO; 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 energ.y 10,009 tons of coal 351 387
consumption equivalent
Electricity 10,000 kwh 1300 1403
Coke 10,000 tons 4 4.5
Rate of rejected % . 15 15
products
CO; emission 10,000 tons 8.77 9.69
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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; CO2 emission was 96.9thousand
tons and the energy cost accounts for 25-30% of total 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 1ISO9001:
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 CO2 emission reduction.

Table 4: Comparison before and after upgrading

. Before After .
Unit . . Comparison
upgrading upgrading
Total
ota At Ton 13245 20000 1 51%
output
Unit ener Ton of coal
NETEY | equivalent/ | 0.617 052 + 16%
consumption
ton
T 0,
Total e.nergy Ton .of coal 2166 10482 28% per
consumption equivalent - ton of cast
Unit energy
cost per ton of Yuan/ton 715.4 597 1 16.5%
~cast




Rejection ratio % 15 8 Vo479

CO; emission | Ton/ ton of 1.54 1.3 I 16%
per ton of cast cast

0]
Tot.al. CO, 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. It has 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 of Nanjing 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 of the 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.



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
ISO14000 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 SO, 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 SO, emission can be calculated. Now the
fee is paid according to the actual SO, emission amount tested by local environment
protection administration. The unit fee standard for SO, emission is 0.2 Yuan/kg in
2003, 0.4 Yuan/kg in 2004 and 0.6 Yuan/kg 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 S: Production processes of the casting industry in Jiangning district

Number of Production processes —
l . . . . utpu
enterprises Molding Smelting equipment ton/year
Backward ' g Hand molding Self-made cold wind cupola 1000
level furnace
Machine
Average 8 molding Hot wind cupola furnace 5000
level Mechanized
sand treatment
Advanced 9 Mechanization Complete measurement 5000
level and equipment and monitoring
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semi-automated
sand treatment

system, computerized mix
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
number
of staff
Employe
d

High
professional
title

Medium
professional
title

Preliminary
professional
title

Junior or
senior
high
school

Other




Pe’s SO 1 1943 5 20 50 1500 368

% 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 %
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 entefpn'se, 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.
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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



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

Moling Casting Factory, Nanjing, Jiangsu Province

(Hereinafter referred to the Demonstration Enterprise)
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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 GHG 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 (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 31* 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 31% December 2008, achieve the energy
conservation target: reduce energy consumption per unit product (or production value)
by 20%.

2.3 Because the government adopts stricter environmental standard and more

energy is consumed, the targéts 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 apprdved 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 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 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.



5.3 In the valid périod 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
31% 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)



Authorized representative

Date:

Authorized representative

Date:
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Appendix:

Moling Casting Factory

Energy Conservation Plan

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.

The Technical Process is:

*

Mould making

3  Energy Consumption of the Enterprises

Energy Consumption in 2002

Raw Material — Other —»  Melt Cast [P Clean Process
materials l
Mix 1 Shape " Core making Product

Consumption . CO; Emission
Type of Energy . Coefficient In tce
Quantity (t-COy)

Coal (t) 1,798 0.7143 1,284 3,202
Coke (1) 3,740 09714 3,633 11,527
Electricity (kWh) 7,120,000 0.383x10° 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 31% December 2005, the

6
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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 31% December 2008, achieve the energy

conservation target: reduce energy consumption per unit product (or production value)
by 20%.

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 increase

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.

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

Use high efficiency lighting products. Estimate increase
2 | Reduce the energy consumption of transportation vehicles | energy

through rational arrangement. conservation rate
3 | Use recycling office products. by 2.5%.
4 | Use renewable energy technologies and products.
5 | Use energy-saving products, including office equipment.
6 | Adopt computér 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.

Prolong the time of consecutive operation of the cupola

Use electric motor with speed and frequency modulation

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

Enterprise shall adopt the following measures.

Energy Conservation Measures

Expected CO,
Energy Emission .
Measures . . Time
Conservation | Reduction(t/
(tce/a) a)
Build coke storeroom with roof.
Calculated on 300 ton of coke every
time, the area of the storeroom will
. 2004/6-20
bel,000 m2. In rainy seasons, the 182 576 04/12
utilization ratio increases by 10%.
Estimated investment is 300,000 RMB
yuan.
Build static-pressure automatic
shapi roduction line with capacit
ping produ pacty 1276 3181
0f 20,000 ton/year.
Total
1458 3757
6 Expected Output
Expected Energy CO; Emission

Conservation (tce/a) | Reduction (t/a)
Energy Management & common measures 160 399
Energy Conservation & Technical innovation 1458 3757
Total 1618 4156




Basic Information of the Demonstration Enterprise

Name: Moling Casting Factory

Address: Moling Town, Jiangning District, Nanjing, Jiangsu

Province

Zip: 211111

Ownership: Collective

Established in:
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 1SO9002:94 1996 135 machine body,
Control aluminum alloy
System hardware '
Certificati ISO9%9001:2000 2002 All Cast and
on Hardware
Year 2000 2001 2002
P Product type Output Value Outpu Value Outpu | Value (10k
r ® (10k t (t) (10k t(t) RMB)
0 RMB) RMB)
d Cast iron 5013 2301 5360 2485 12478 5604
u hardware
c 12v machine 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 (m?) 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




Fuel Oil (t)

147

138

256

Coal Gas (m3)

Natural Gas (m’)

Electricity ~ (10k

kWh)

246

0.383

255

0.383

712

0.383

Heat (10k kCal)

Steam (t)

Compressed

(m*)

Air

19390

20304

45276
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o) -([GVEF)- Phase 11 " is a project funded by Global Environment Facility
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P sectors
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:;::‘: ¥ A significant part in China's cconomical and social development
RS OV ¥ Local and global cavironmental pollution caused
o ¥ Particularities of the four sub-sectors, i.e. cement,
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I. Foreword

(2) Project mechanism

# Project support fundamentals

Grant — incremental cost — removal of barriers of
policy, technology, marketing and financing

»To cstablish barrier rcmoving mechanism
and cnhance capacity of sclf{-sustainable
development
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1. 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)

Institutional Arrangement

L0,

[T

T T L

Loanirmpayment




II. The establishment of PIC

= 3 Key activities

e _ Provided advices on the recruitment of international

legal expert, as well as on the establishment of PTPMC

.- 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 (VA) from abroad in August 2002

L . dalee O 3 il VLT, il

1I. 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
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T« (4) Piloting and Replicating
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R
”::: 58 pilot TVEs and Counties
: Lo v Selection range: withia the four sub-sector
—vef e ¥ Selection criteria
"’f: » The production line of the TVE should be at average level or over;
> and the TVE should be willing and with great potentiality in
i. e adopting encrgy efficient production technology thereby to
I reduce greenhouse gas emissions
R Sl . The TVE sl\ould be qualified in business operation with sound
=1 : 1 credit, P and great markct poteatials.
ol 14 » With clarified hip and qualified staff;
e « With signifi of piloting/d ing in the local region;
il s while the local govumnent is enthusiastic in and support the
Rkl e project implementation in the region.
ey
A
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—1°e > Success indicators of the project
RSV 4
P X .
o ¥ Technical update donc and E.E. goals reached at the 8 pilot TVEs
"% ¥ LPICs cstablished and Work Plan formulated
f]»‘ at the 8 pilot TVEs
o
—i-m ¥ Pilot counties increased to 20 while pilot
-1 TVEs increased to 100
e ; v PTPMC and RCF developed sustainablly
o %
o
o>
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== II. The establishment of PIC
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P
P .
acto 1. Establishment of PIC
R g » PIC is constituted by representatives from MOA,
”"‘”:: MOF, SETC, MOST, SEPA AND ABC in March 2001
:.,-,wa = PIC Sccretariat
o po
e
w2, PIC Statute
ey

PIC statute was approved at PIC annual
meeting held in August 2002

= Function: As a consultation servicing and
coordination institution under the project, PIC is
in responsible for providing advices on
decision-making, creating favorable policy
cnvironment as well as monitoring and supervising
the project implementation

: » Management and f¥FRAE. TARFIF: GO HRAIER

- — Took part in activities regarding the establishment of
sl PTPMC and RCF by providing consultation on legal
> issues thus accelerated the establishment progress
t®  — Currently, preparing PIC annual meeting 2003 and
e
e
e II1. LPIC establishment
gy =
on 17
o
S
o
e 1. Importance of LPICs
e o
 ert S
R » Property: functionally equwalmt to PIC at local leve),
i of 1 authoritics, as a
e coordination and consultaunn institution to carry out decisions
f—— ': regarding the project impiementation
a_; - » Main tasks: In charge of barriers removal in relevant to
- promotion of ¢.c. and environmental control, to sct dowu action
e D plan to the project imp} 10 d p local
R Sl environmental protection policies as well as dexmled Tules to
enforce national laws and prog
% Expectation: to be more capable in coordination and decision
making
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I11. 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
4
e
g
Moy
s
<2
P
=~ I11. LPIC establishment
B el
Y g
== * 2.Progress of LPIC establishment (continued)
it G
e s
= :: » Invitation of public bidding to establish LPICs began
,,; | in February 2003
zﬁ - developed TOR
L) - recommended 5 potential bidders to UNIDO HQs
- ”: - Comments and recommendation were made to
o UNIDO HQs based on the proposals evaluation
;": - cleared the subcontractor’s detailed work plan
- through times of consultation
";z » The subcontractor’s work plan was reviewed at the
JUS = teleconference with UNIDO counterparts in May 2003
e
jpam——
P
b
g 20 : :
=<Progress of LPIC establishment
-t
Tl
293 3. Main tasks for the next step
PO
o ==
-« £ Assist the subcontractor to carry out the following tasks
Y3  inline with their work plan
«3.<» * Establish LPICs at the four pilot counties and assist them to develop
wj-aw  their statutes respectively
‘“‘: = Deliver trainings to ent the capacity building of cach LPIC and
"  theirstaff members
:: «» = Conduct sector investigation and assist local government authorities
o g concemned to develop action plan to promote the sustainability of
v local TVEs
Draft e.e. VA and facilitate its si b parties d
Develop schemes of e.e. monitoring and assessing system
Make dations to replicate the best practices of the project
in TVEs all over the country




" Voluntary Agreements on
Energy Efficiency:
The International Experience

Voluntary Agreements on
Energy Efficiency

® What?
® Why?
® Where?
& Who?
® How???

& So what?

What Is A Vo.l‘u ary Agreement?

& A policy instrument aimed at improving
energy efficiency (thereby reducingthe
growth of GHG emissions) and/or 1'6{‘19
environmental pollution

e Working definition

— Agreement b.w government and industry to facilitate

voluntary action with a desirable social outcome

Diversity of Approaches

(How “Voluntary™ Are the Agreements?)

« Unilateral commiunents
— Prograns initiated by firms themselves
# Pubiic voluntary schemes

~ Programs initiated by public bodies. and finns
participate (non-mandatory regulation)

e Negotiated agreements (most common in EU)

~ Contracts (1arget of performance) resulting from
negotiations b w public auth nd industry
(Peter Birkev und Framonn Levigu,

Exampléof Unilateral Commitments

(The Responsible Care Program)

Born m Canaca i 1984 spread 1o over M countnes
Ann: o aceelerate the envirommental nmprovenents w the chenueal indusiry

Context of s creation: following o series of major acardent. ¢y India, and
Canada)

Prnciples: promoting the adoprion of rules for sound environmental
management practice and the commuication with local communitiey

fmplementatio detatled action progean undertaken by natonal
assoCIalonS

In Canada: relarvely amintious targets and strict control procedues. di
thieat of new legislation. consumer hoycotts of certain products. local iy
on the operatiens. 3
Whereas in the beginming momtoting relied exclusively on self-repotting. ¥
has been performed by thard part nee 1993,

Companies not comply| vith the codes can be excluded from the branch
assocration, although this sanction has never been applied vet, Addittonal leg:
sanctions are possible in court.

Features of Uh'ilate_ral Commitments

® Set qualitative rather than quantitative pollution
abatement targets and generally mike no
provisions for monitoring, reporting or sanctions,
- Assessing the enviromuental effectiveness of such appr Ses i

therefore difficult, ¢

Public authorities are absent from these sche
- There is a general lack of credibility in the public eye.
Many initiatives are perceived as primavily aimed at
conununicating “no regrets” pollution abatement measugs
toward the public opinion and policy makers.
Same initiatives are linked o relatively strong incentives
(reputation effects or the threat of stricter legislation)




Example of Pub Voluntary Schemes

{The European Eco-labeling Scheme)

Goal: to label products with reduced environmental impact
Awarded 1o products meeting the environmental ¢

that have been defined previously for the relevag

umup

dclel uus paitus and \mmsth
vigerators, bed-linen and T-shirts
A fee for the use of the eco-label. calculated as a
percentage of the annual volume of sales of the ec
product is charged {(0.13%).
The label is valid for three years from the date of adoptior
of the criteria.

Features of Pub Voluntary Schemes

 Participating firms agree to standards trelated to their

performance. their technology or nnmuumnl) which have
been developed by public bodies. :

The scheme defines the pre-conditions of mdl\'ldu
membership. the standards to be complied with byt

firms. the monitoring criteria and the evaluation of

resulls,

Incentives g
positive effects on reputation (for example by the use of¥i)
envirommental logo) can be provided by the public body.
They are voluntary in the sense that they are take-it-or-
leave-it options for finms.

-

Example of Négjbtiated Agreements

® The Dutch Long-Term Agreement (LTA 1)
®LTA2 '

¢ Benchmarking Covenant on Energy
Efficiency

Why Voluntary Agreements?

olicy context
litional approach: command and control regulation
(standard setting and enforcement)
- Market-based economic instrument: emission
and permit rading

New (voluntary) approaches

~ To foster closer cooperation b w industry and public
authorities

- To find new strategies 10 address climate change
(reduction of GHG emi

Advantages of the VA Approach

« For the industry
- A mote integral approach allows companies (within sectors} to set

theiy prioritics theimseh es.
“Tius means that an optimal trade-off is made lvel\\ éen mau nd
results. So for limited costs the maximum sesults are b
(tlexible and cost effecine)
By caretu) phasing interterence by environmental actisitie
notmal operations can be diminished.

& For the government
A proactive atiitude in sectors, which guarant
implementation with iphasis on eont

Improved predictability of environmental developments, as t
are agreed and fixed in contracts.

Where Has VA Been Applied?

Countny ool VA Seeting Year
Austria 1986
Belgium 1988
Demark 1987
Finfand 1989
France 4 1971
Germany 1980
Netherlands 1987
Sweden 1978




Voluntary’Programs in the U.S

Number of programs

- 44 national voluniary mmamr: by EPA and 20 voluntary climate
change programs by .

-~ Maostly unifateral and public volunian programs
Role in policymaking

- Primarily to extend the scope and efficacy of indiv ldua
waste. and toxics laws

farginal™ to EPA’s tegulatony activities: “peripheral. both 1
business and to society™
Reasons for lack of “popularity™
The existing legislative fiamework limits EPA’s
\olumm efforts to improve em irommental regulation,

- Industry attempts a1 self-regulation are consurained by U.S. anti-
trust law.

Who Are the Parties to the VA?

{The Dutch LTA)

¢ government
Not 10 intiaduce new 1egulation on enel
Provide financial suppori: subsidies for
reduction for energy efficiency investments. and infor
consultancy services

o The indusuy

- Fims join a sectoral LTA (plan of action at the branch level)

Firms take practical and economically le measures 1o
mmprove energy efficiency (energy conservanon plan at the fim
fevel)
Report annually results on encrgy efficiency improvements

- >~
Who Are the Parties to the VA?
(The Dutch LTA)
e Novem (Netherlands Agency for Energy and the
Environment)
- Prepare for the signing of the LTA
Provide financial support for feasibility studies
demonsiration projects. research. ete.
Monitor LTA implementation and draw up official
statistics
Support the transfer of knowledyge

How Does the VA Work

(The Dutch LTA 1)

o Targets
= 20% improvement in energy cfficiency,
e Timetable
- 1989.2000 (long-term agrecment)
# Coverage
- 90% of industrial energy use (industrial
branches with energy use >1 PJ a year)

The Process of Signing the VA

Government (Novem) = indusiry
| \ermtnent agency ENovem) approaches the industy for a
prelimmany assessment of its energy efficency potential.
Industry > government .
. le' mdusm assocmm\n dc\ clop% a Letter of lmnm 10 nduhkc

Economic »\ﬁan
Novem investigates
®  Novem makes an imentory of economically viable measur
{acceptable payback period) that can be undertaken in majo
companies within the mdustry association.
The LTA is signed
® DBy the three pasties. Individual companies express their
panicipation by accession letters,

The LT Plan for Improvement of
Energy Efficiency

Assessment of energy consumption in the “reference year™
Survey of opportunities for energy efficiency improvement
Drafiing of company energy plans ;
Monitoring and energy management in each compi

R&D on new low-energy technologies

Demonstration projects for energy savings measures
Market introduction of low-energy fechniques

Assistance to individual companies

Transfer of know-how and information




The Energy Conservation Plan

® Description of energy use in the base y
and target year

o Company’s energy efficiency target

® Possible measures to achieve the tal'ge;

& Timetable and activities

& Method to determine EEI

e Reporting method

How Are the Results?

® The coverage was over 90% of industrial primary
CNErgy use.
- First LTA signed in 1992, and by 2000. there were a total of 31
1 with industiial associations {7 LTAs with servieesgetors, 3
with agriculural sectors) involving 1230 finns.
* The arget was met.
- 22.2% energy etficiency improvement (130 PJ of energy s it
20%0 impioy ement) were abserved: welated CO. emissions st
an nerease, however.
~ Chemical industry (3% of industrial energy) achieved 23°%
impsot ement: many smatler sectors failed to meet their ta

# Firms reduced costs & improved competitivene
- 700 million Euro annual cost savings in 2000
~ Savings outweighed the costs {investments) substantially.

-

Conditioﬁs’ for Success

N
N

® There must exist mutual trust among the
parties (partners). 3

# Participating sectors must be homoge
and well organized.

& Information on the actual progress must bg
made available, without jeopardizing the §
confidentiality of company’s sensitive data!

(Zetst. 1997 qusted i Nutien)

Second Generation of the Dutch LTA
(2001-2012)

® Benchmarking covenant
- Adopted in 2001 for large and inlcrna{ionullv
competitive industries 8
~ 10 energy intensive industries (> 0.5 PJ peg;

e . TA 2 for other industries

Secon Gene.ration of the Dutch LTA
(2001-2012)

» Benchmarking

~ To be the “best of the world™ (top 10%) ",

- A verification bureau (with a staff of' 1 mN
responsible for defining the benchmarks and
monitoring implementation

LTA 2

- Adopting all process efficiency measures with a
payback period of'S y

— Introducing energy efficiency measures in line with
iSO 140001

Benchmarking 1FA2
Industrial sector 9 . 2001-2012 2001 - 2012

Asphatt industry

Baewerits
Building ceramics industey

Large individual companics




tenchinarking PEAD
Industrizt seetor 1989-2008 2001-2012 2001 - 2012

M ines, tats, oils

Meat processing

N it

Oil and production

(R eH

3

Philips Electronics

Potato-processing induste:
tion und cold sta

e treatment
"ank storage and transshipment
tite industry
Vegetable & troit pracessing

Pioneering VA Programs in China

e TVE Encrgy Conscrvation Project

- VA on energy efficiency at S pilot TVEs
- Replicated nasionw ide”

o SETC/CECA'EF
- Invelving Shandong ETC and tw o state-owned steel mills
Gang and hi Gang)
~ VA designed and negatiated with support of CECA and
Hitemational expents
- VA ssigned with a list of proposed suppoit ineasures
Phase 11 involving China fron and Steel Association
« SETC/UNDP End-use Energy Efficiency Project
‘A considered a promment policy instrument for industiial ene
efficiency




Henchmarking (AW
Industrial sector 2001-2012 2001 -2012

Margarines, t;
Meat processiog

b, ¢ i
Philips Elcctronies
Potato-provessing indus:
Relrig on wnd cold storage
Rubber and plastics processing
Soft drin dustry

¥ JECTEEANE A

ment

hk storage aod transshipment
Testile industry
Vegetable & fruit processing

Pioneering VA Programs in China

& TVE Energy Conservation Project
a8 prlot TVEs
- Rephicated nationw ide”!

¢ SETC/CECA'EF

Gang and )t Gang)
designed and aegotiated with support of CE
international experts
VA signed with a Hst of proposed support measwies
- Phase I involving China Iron and Steel Association

o SETC/UNDP End-use Encrgy Efficiency Project

~ VA considered a prominent policy instrument for indusuial enere gl
efficiency




Low energy consumption per capita

) . and irrational structure
‘Energy- - | Year World China UsA OECD

Consumption Average
Primary 2000 2,064 843 1,1567 6,598
Energy
(kgee/p)
Coal 2000 515.6 537.8 28637 1,411.3
(kgcelp) .
Oil 2000 578.4 177.9 3,188.8 , 1,950.6, .
(kg/A) R v
Natural gas 2000 397 18
(m¥p)

i

22 imEnergy Conservation means to improve enerﬁy consumption

managemem using technologically feasible, economically rational, and

and socially to reduce losses and

{waste in all cﬁmns from energy pro uction to consumpnon and to use
-énergy resoumes more efficiently and more rationally

Slgn:’fti,cance ~Energy conservation is one of the important in energy industry

éeconomic development in China

<" In 1981, the 4th Conference of the 5th People’s Congress confirned that
“the guvdelme for solving energy problems is fo pay equal altention o
energy development and conservation, and to give prority to energy
conservation in the near future”

+ In 1986, the 4th Conference of the Bth People's Congress appmved the oth
Five-Year-Plan and the Oulline of Perspective Target for, 2010, ch
pointed out that the energy industry should “persist to the general pol ‘3
paying equal atlenlion to energy conservation and daveloprnenl and putling
conservation to the primacy”

« The Outline of 10th Five-Year-Plan for China Econdmic and Sodial

Development again stated that “persist {0 paying equal atention to energys, s

conservation and development and pulting Gonservation’to: the primac|
protecting and rationally utilizing resources accordlng to the’ Iaws
resource efliciency, and achieving the eternal ulilizafion”

- and irrational structure

<] anur) Eremgy K
thgees}

[ Coal (kgca/p)

Boukgm "

nNe(w-lg;ay (mdip)

World China
Avorago

.}ﬁé&ée,p@buiation and relatively short energy resources
o TP s e

Time World China usa OECD

average
Populatin mid 2000 | 6,057.0 | 1,275.31 | 28142 1,120.04
{million)
Coal End 2000 162.5 89.8 876.4 399.2
(ton/person) . s
. Ol End 2000 | 23.5 26 134
(ton/person)

1ory |1550} s[qenojdx3

Natural Gas | End 2000 | 24,786 | 1.074 | 16,843
(ton/person} 2

{nternationat Comparison of Energy Efficiency
i . China ECE Region
. 1097 Early 70s | Proctica! possivle | Maximum possible
. in early 1950 in ¢arly 19608
1§ Mining ** 33.0 48 59 71
2 | Transmission | §8.8 76 67 75
3| Endlse
Agricuttute | 30,5 30 33 36
industry | 46.3 50 65 - 65
Transportation | 28 § 23 25 - 30 .
Houssreiderd| 548 | 45 50-55, .| - 60-65 ..
Totall 453 | 42 51 55
4 gp&gw 23) 31.2 32 34 H IERT S
5 | Genazal 10.3 15 20 30 =~ N
y o




%‘ii’ﬁtemaﬁonal Comparison of Energy Consumption of
g Energy -Intensive Products in 1989-2000

ot o B Assinin, 238, Vel Y, e |

L. 1999 2000
Cdat power plant {gcokwh)
: China 427 392 z
Japen 332 6
Steel industry {kgca)
China {targe and medium factory) 997 C 667 L
Japan 629 . 646" %
Cemant {kgcen) .
Ching (lasge and medium faciery) 2011 g
Japan 122.6
Ammonia synthesis {(kgea}
China {lnrge, natural ges) 143
China {small, coal or charcoal) 2263
USASIgme, natucal gas) !4(:.)00 .' Lo

With the 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 consumption per capita will
be 2.38 tce in 2040, equaling to the cument world average and much
lower than the level of industrialized counlies {even so, the total
energy consumption will reach 3.57 billion tce, more than the total
amount of USA, which means that China will 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 §
10% for now). Shartage of conventional energy.resdurces per capil ¢
a barrier for the sustainable development of China- gconomy &
society.

nservation in China has made great achivement
i- £

Ene y conservation has achieved remarkable
économic and social benefit, during the 9th Five-
year-Plan:

«Energy consumption per 10k RMB yuan of.GDP:

price) dropped to 2.77 tce in 2000 from 3, 97 1@

~Energy consumption of major energy-lntens:ve products
decreased

(1990 }

CO; (C) of 180 million tons

o

“

conservatlon and resources comprehensive
utilization in China exist the following major problems:
People do not have encugh recognition to the importance and
stringency of Energy conservation and resources comprehensive
utilization

Laws and regulations are not perfect, and incentive, policies for
promoting enterprises to conserve energy resources lack;..and
preferential policies on resources comprehensive uuhzanon ~are
difficult to be put into effect in some areas.

Prices of some energy products distort, enlerpnses do not have'
enough competition pressure. therefore, the internal motive of the
enterprises for energy conservation and resources cornprehensws .
utilization lacks.

Technologies and equipment are oid, the geneml level 15”10+
years behind the industrialized countries. :

Most enterprises face financing problems, and.. lhe
energy conservation from the government :s not adequate. -

ppoﬂ for '
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“ Energy‘ ‘conservation and resources comprehensive
tilization technologies have made progress, during the
9th Flve-year-PIan
"« As amphases of technological development and improvement,

suppart to energy conservation and consumption reduction and
resources  comprehensive  utilization  technology — were
strengthened in enterprise technological innovation; new product
development, special project of 2 high and 1. good®
technological innovation. and special project of techndoéical-
innovation using national debt v
~ The key technologies on resources comprgl ens!ve uhhzat!on'
includes: heat-slorage-style fumnace, haai-storage-slyle Stove.
large-scale aluminum electrobath, 130 th and 220 th" cyclmg
fluidized bed bail, sulfur acid from phusphoms gypsum with €0~ -
production of cement, etc.
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xnstmg laws, regulations, and standards

on ‘energy conservation (1)

From ..1979 to March 2000, China enacted 127
regulatnons related to energy conservation, of which 56
are stilt in effect. There aré 164 national standards on
energy conservation.

“Temporary Regulations on Energy Conservation
Management”, enacted by the State Council in 1986, -

“Outline of Ener gy Conservation Technology Policies”,

formulated in 1884. In 1996, based on "Law of Energy
Conservation of People's Republlc of China’, the Qutline
was modified and named ‘Outline of Chma Energy :
Conservation Technology Policies™. - . St
1I§%Vé of Energy Conservation”, enacted on January' 1 Ve
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xustmg laws, regulations, and standards
‘on 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 Conservation
Management in Key Energy Consumption Sectors “Measures for z
Energy-Conservation Product Certification in China®, “Measures for
Electricity  Conservation  Management’, Requlatlons on ?
Dsvelopment of (‘ogenerahon of Heat and Electncnty “Regulations

an Compllm and Evaluation of Energy—Ccnservatxon Chapters in 2
Feasibilily Sfudy Report of Capital Assets Investment Projects”, and
“Notions for Further Promoting the Green Lighting Project in China”. z
Standards on Energy Conservation. China has-formulated more
than 600 National Energy Standards as well-as many industf
energy standands, local energy standards, and enterprise energy ;
standards. Under the adminisiration of the National’ Energy -Basic’
and Management Standardization Technology ‘Comitittee only
there are avbout 90 basic standards, managemeni s
measures standards.

>

Economic Policies on Energy Conservation

I'o prcmote the technological progress, the central
goverfiment  established special fund  for energy
conservation, and provided preferential interest and interest
subsidy

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 take preferenual
policy on tax .

The government formulated preferential policigs to suppod
and disseminate demonstration project:- o
conservation. Importation tax of equnpmen( |
instrument can be reduced or exempted.. [
Some local government established fund on energy
conservation to support relative pmjects o

<

+ Adticle 3: Within the territory of People’s Republic of- Chlna any umt 1 ;

Law of Clean Production Promotion

n June! 002 the Law was aﬁproved by the 28th Conference of
ihe Standmg Comm:ttee of the 8th National People’s Congress and
put in efiéct since January 1.2003.

‘Article 2: Clean Production referred in the Law means: through
measures such as applying improved design, using cleaning energy
resources and matenals, applying advanced techniques and
equipment, improving menagement and adopling comprehensive
utilization, to reduce potluticn from the source, improve efficiency of
energy utilization, reduce or avoid the productlon and eémission of
pollutant during the production and utilization of products, and
therefore mitigate or eliminate the harm to human - health-angd :
environment.

engaged in production and service activities
administration shall organize and lmplemenl cléan
on the Law. s :

nd reIated»
i base

The central government provides 1 billion RMB yuan to
establish the Fund on Technological Innovation for
Medium & Small Science-Technology Enterprises, which
focuses on supporting high-tech projects on- electronic
consultation,  biological medicine, new material,
environmenta! protection, new energy resources; efficient
energy conservation. The fund is prowded in three types: i
grant, low-interest loan, and capital mvestment s

)

.

o*The government encourages and supporis the

+ Government at county level or above should rganize

+ For widely used hngh-energy-consumptlon products the. ‘,

7 development of advanced technology on energy
. .conservation. The government reguire all industries to
“formulate  technological standards on  energy
_conservation, encourage them to adopt or import
" international advanced energy conservation technologies,
to disseminate new technologies and techniques on
energy conservation, and fo limit or eliminate high-
energy-consumption technologles and technique:

relative depariments to promote the scientific and
rational specialized production in accord with” energy

conservation requirement based on the natlonal mdustry

policies and energy conservation policies. -

government setup limitation of maximum. “energy.:
consumption and the standards on energy consumption

grade, and implement the energy conservation product

certification. R

QArgan'i‘zations on Energy Conservation Administration

: B
: enhante. the monitoring and technical service of energy

“ , consérvalion activities, 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
such centers, with a team of about 3,200 staff. Other organizations
related to energy conservation includes China Energy Conservation
Association, China Engrgy Research Association, Energy
Conservation Commitiee of China Science and Technology
Association, and their local corresponding associations.  The
National Energy Technology and Management Standardization
Technology Committee is responsible for formulanng the standards
on energy conservation. Besides, the former State Economy and -
Trade Commission established a energy Conservation Infermation .
Extension Center and China Energy Con ewatron Produict
Certification Center. T e

~




Annex 9.6.4

Voluntary Agreements in China

- Meng zhaoli
Tsinghua University.
Aug. 8th,2003

Voluntary Agreements: Content

Energy savings & Greenhouse gas
emissions reduction

Energy efficiency measures for reaching
targets

Evaluation standards & methods
Activity & Supervision

Basic Term & Glossary

Which Benefits Gained by vEnterprises?

Social effect, protect environment, and
reputation improvement .

" Technical advancement, competition

ability, energy-efficiency promotion, cost
reduction, and government supporting
policies.

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.

/oluntary Agreements: Definition

2. Gréenhouse Gas Emissions Reduction .

Reduce the greenhouse gas on the
Earth, prevent tremendous menace and
calamity that bring to the Earth and the
human being.




3. Energy Efficiency Emission Factors

Energy Consumption
Year 1998 1999 2000 2001
Production Electricity 373 369 363 _
gce/kwh
Electricity Used 404 399 392 387
gce/kwh

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

" CO, Emission Factors

Unit: kg-c/kgce
Source 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

ADB 0.726 0.583 0.409
Canadian Project 0.656 0.591 0.452

5. En‘e’rgy—saving Techniques

- Iron & Steel (CDQ,TRT)
- Chemical

< Electric power

= Cement

" Paper making

Emission factors

Energy kwh kgce kg-c | kg-CO, | g-NO, | g-SO,
Consumption
1kwh 1 0.400 | 0.272 0.997 15 30
1kgce 25 1 0.680 2.493 32.5 75
1kg Clinker 0.509
1kg Cement (0.739kg Clinker) 0.3762

6. Investment Income Analysis

Investment capital
Net income

Inner yield

Pay back periods
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7. Energy Consumptidn

Energy consumption (tce)
" Electricity consumption (kwh)
. Specific Energy Consumption(kgce/kg)

E=zn:a,*1’i

i=1

10. Barriers

~ Technology (Technique and equipment
with potential energy-savings)

- Economy (Financing, Income evaluation)

~. Policy (Environmental protection, resource
& Rubbish utilization, tax, standard,
ordinance, statute)

- Information communion & personnel
training (International cooperation)

8. Energy Conservati_i'ibn_ Ratio (ECR)

E,—E
y=—t—
EO
AE=E,~E

Voluntary Agreements Projects in China

9. Energy Efficiency |

Sat)+r
EE[=-2
D ay(i)* P,

i=]

1. China Industrial Energy Efﬁcienéy
Policies Project

Jinan Iron & Steel Group Corporation
. Laiwu lron & Steel Group Corporation




2. WWF: Competion of Voluntary
Emissions Reduction

" Electricity Transmitting electricity
. Cement Beer
- Hotel Mall

3. GEF: Energy Conservation and
Greenhouse Gas Emissions Reduction in
Chinese

- Hubei Lufeng Group Cement Co Ltd.

- Sicuan Yongxing Shale Brick Co Ltd.
“Jiangsu Moling Foundry Co Ltd.

- Liaoning Lisang Cast Iron Co Ltd.




Annex,9.6.5 ‘
Process of Signing the Voluntary Agreements
- Case Research in Pilot Plant in Sichuan

Tian Yishui =

(CEEP)
8th Aug, 2003

2. Approach

" o Assessment of Energy Efficiency Improvement
Potential;

s Local Government Formulates Supporting Policies;
e Propose Energy-Efficiency Target;

o Drafting TVE-based Energy Efficiency Voluntary
Agreements;

e Local Government and Enterprise Sign the Voluntary
Agreement;

Developing the monitoring and assessment system.

e e s o W 4
L

Pilot Plant
T
‘e Time: 27th Jun - 1stJul

e Site: Xinjin County, Cengdu City, Sichuan
Province

e Enterprise: Yongxing Shale Brick Co Ltd.

§

a. Assessment of Energy Efficiency
Improvement Potential
|
¢ Scope: Assessment of energy efficiency
improvement potential of pilot enterprise.

1 @ Method: The methodology provides an

+  assessment of enterprise energy intensity
compares that intensity to international( or
national) best practice, and provides detailed
information on technologies and measures to
reduce energy use.

i 1. Objective

: ¢ Coordinate the preparation of voluntary
i agreements on energy efficiency
-+ benchmarking between pilot TVE and local
. authorities, and facilitate the signing of the
agreements;

o Develop a scheme to establish a monitoring

"+ and assessment system to monitor the
implementation of voluntary agreements.

/""Survey of Energy Consumption for
g: 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




- Survey Table of Energy Consumption
for Enterprise

Calculation of energy consumption

R
: o Energy benchmarking is a process in which the
j energy performance of the Pilot Plant is compared
o1 against a benchmark, that represents “standard” or
© “optimal” performance.
. @ Method:
- to compile performance information from existing plants and
to base the benchmark value on these data.
- to construct a hypothetical best-practice plant that combines
o the beslt-practice energy intensity.

: Yaar ot ot o Yort e baall ne
- Pracec votes | starare | 1ot | " | snanra | Yot | viotom | seamenes |
| Progucs Podorted | Sebd | Petomted | guugnin | PO ) goppck : ol
Prosutiien (0 thewrnd) 1974 4218 53 B 5 . . an 520
-} Producson 10k un 08 . 295 250 240 B Fuwi fewii0h) X .30 s | e 193 [
“ Unkconcurption | Etecwicipicarton) s LX) ox? | et 2200 oy
o et 4199 wrt e st IS [ smafaton w | e wo | s P 8
i 3 Fuaicert Skl
. g ﬁéﬁ (3 ) [t} s 4 s Denchmank Ehcwcitylioatdn
e P " N vy ToakKet3k) 2 168 a 154 22z .50
f i -
" Disal ity is [y E') ¢
; '
N i
i
- ' 2
i i

160
i 150
140 " —~ Perforated
H 130 C --Solid

; 120 . + Subtotal
110
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2000’ 2001° 2002
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EEI = —=! x 100
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i=1

. Assessment Method of Enterprise
gnergy-Eﬁiciency Improvement Potential

L]

|  Good energy management in Enterprise

e Improving manufacturing processes

- Utilities (steam, compressed air, etc.) and

i buildings

i o Retrofit or strategic investments
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Planned Energy Conservation
K Measures
.|
o Products: Solid Brick —>Hollow & ornament
brick.
‘e Plan:
* @ Investment: RMB 5,000,000
- o Energy intensity: reduced by 25-30%

e Reduced amount of Coal annually:
1600~1920t

o Economy benefit: RMB3,529,000 annually.

Energy-Efficiency Target

G
e Time: Jan, 2004 — Dec, 2008
. @ Target Years: 2006, 2008 _
- o Interim target: In comparison with the goal in

the reference year, the Energy Efficiency
Index shall be reduced by5%.

' e Final target: In comparison with the reference
i vyear, the Energy Efficiency Index shall be
reduced by 10%.

. .~-b. Local Government Formulates
g Supporting Policies

C |

{ o Scope: Local government 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
i the enterprise from income tax, local government
Subsidies, priority in energy-efficiency projects, local
i financial assistance, information dissemination, and
awards and recognition.

d. Drafting TYE-based Energy
‘ Efficiency Voluntary Agreements
L]
e 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.

i c. Propose Energy-Efficiency Target
T

o Based on the enterprise’s current conditions

i 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 Voluntary Agreement
R

'e  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.
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Parties to the Voluntary Agreement
L]
~ Party A: Xinjin County Local Government,
: Chendu City, Sichuan Province.
| Party B: Yongxing Shale Brick Co Ltd in Xinjin

! County, Chendu City, Sichuan Province.

Monitoring Context

" o Annual Survey of Energy Consumption for
the enterprise;

; ® Energy management measures of the
enterprise;

" e annual Energy Efficiency Index (EEI);
e And so on.

!
e. Local Government and Enterprise
Sign the Voluntary Agreement

.| ® 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.
E o Scope: Once the target are approved, it
“1  become the targets the enterprise promises
to achieve within the Voluntary Agreement.

. ... f..Developing the monitoring and
i assessment system
—

e Enterprise initiate to submit the annual
Supervision Report annually.

. o Indicator: Set assessment standard (success

i and failure)
. ® Superintendent: Monitoring and
Assessment Team.,
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“ Establishment and Capaclt) Bmldmg of Local
Pollcy Implementation Committees™

. Work Plan

“TEDC

EETDC
2003.8.9 .
."\\(:EER?“"J I
,/’//“"f:“’"/l - N \\\u .
e . \\A“‘\ SRR e Dl

Ob)ectlve of the Work Plan

+ To fulfill tasks hcted in the subcontractor $
briefing report in accordanceé with the
subcontract and provide a guideline for the

- subcontractor.as well as the four LPICs in -
implementing the project.

Torn b &6 Vil Fterjcinae

» S S
Mam project tasks (1)
¢ To establish LPIGs
© Software
=« Business Principles ahdfunctions -
Statute .
* Organization
' Staffing
% Hardware o A
»Office as well as necessary office facilities
- e ——
Aupd 3¢y - o Devabpoient 4
P TS Sk
2/ e \:‘“\%\ — w e

‘Main pro"ject tasks (2)
- ¢ Build-up of self—sustalnab!e development
capabxhty of LPICs
o Training. - *

o Technical assistance to TVEs at the .
px!ot counties

_rActlonvPlan B
. eVoluntary Agreement

. [N S i
Fowandiz & Viloge Finterpeinct :

At 303 Dovtlopment Seads - X L s

At 2003 - Dievedepment Gentix T Z
(/_;i«/ Rita e e
g o S

Implementatlon Schedule

oltis schéduled for 8 months‘
from July 2003 to February
- 2004 .

A AR e el b AN w8 s M e
. Trwesrship & Villsge hrunrises
S Lieorkopmoent L eare

P AT
ﬂ.’l’ © Ry “4,, _,’ . o W:{«

Main project activities (1)
. ’ To establish LPICs at the four pilot counties and assist

the local governments to develop the LPIC statute

%+ To provide training services thereby_ enhancing":he
capacity building of LPICs

. # To conduct industrial investigation and assist iocal
governments 1o develop an acticn plan to promote
the sustainable development of TVEs.

- ISV VORI S e i i

Ay 20 o o veer “
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‘Main project activities (2)
» To develop an energy efficiency
voluntary agreement and facilitate . :
‘parties concerned to sign the docufent

» To makeé proposals for national
replication of barrier removal activities.

Towndip & Vitksge Urscepries,

A B S Dmewkmeen Cona .1

S .
- W T
Key Definitions (3)
(i Subc_ontréctoi TEDC in collaboration with
EETDC :
¢ “TOR”.: Terms of Reference for the subcontract
entitled “Establishment and Capacity Building of
. Local Policy Implementation Committees”™ »
7 “PTPMC” : production Technology and Product
"+ Marketing Consortium, now Hongyuan Comparniy.
¢ “TVE" : Pilot township and vnllage Enterprnses at
the four pilot counttes )

Jo— sk s -

“Tosendiip & Vit Fricmprs
Augnst 33 S Tanbpoem Catter . 1

Key DeﬁnitiOns (1)--’

. 0“ PIC™ Pollcy lmplementatlon Commuttee.
' estabhshed by MOA on 27 February 2001

¢ LP(C" Local Pohcy lmplementahon
Commlttee estabhshed by County
. Governmenton”_-. ' .-

PMO Project: Management Office of the pro;ect .

. entitled “Energy Conservation and Green )
House Gas Emissions Reducuon in Chmese

. T\/Es - Phase 1l -

. . rmmxu& \‘Lmh‘ﬂ\u
Anguea. 2003 - - Devekypsnon Sengiy " 13

o A
Y

Key Def mtlons (4)

- The four pilot countles/dls_trlcts
and sub-sectors .
¢ Bnck making: )(m;m County, Chengdu Stchuan
o Cement ‘Tieshan District, Huangshi, Hubei.
R Metal casting: Jiangning stmct Nan;mg Jiangsu
Lushunkou. Dnstrlct Dalian. Liaoning

o e s el N T

. L. . X"o-m}n; S(Nh,g.uh;mm .
Anpad 2003 L .- Pevlnent Seads . - N

/;W7 "

Key‘Def nlﬁons (2)

e ‘CTA The ChlefTechnlcal Advxser of the -
pro;ect

'7 “Subcontract
The subcontract namely “Establishment
-and Capacity Building of Local Policy.
Implementation Committees™
-under the project

o nnn it

Tl SR N
Z/ - ’\\\?‘:\k\\?\:* [
"Work Plan’

. The work plan is designed in three steps in line
" with the subcontract TOR . .

> 1st step: To gather information,/techn_i‘cal'data
and modify the project implementation plan

* 2nd step: To deliver trainings and mvestlgate
‘at the pilot counnes/d(smcts

% 3rd step: To facilitate the signing of the VA and
deliver thesecond training -

Angas, X3
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Ist Step

¢ Date: July 1 - -31,-20030bjectives.
» Gatherand process information/technical
© data - .
Modrfy the project unplemematmn plan
Develop the framework of LPIC Statute the achm
plan and the VA

“»  Gather and compile training matendls and make . ..
preparauon for the first tramlng course :

- Investigate training needs and conduct mvesngatnon
at Xinjin County. Chengdu, Slchuan

" Submit the F rst progress report

v

w

R Viflage Lo

b prcnt e i

Augrsg Jee

2nd Step

7 Date: 1 August ~ Noyember 10, 2003
A Ob)ectlves ' e
»* Preparation of trammg materlals T
> Delivery of trarmng courses

Conduct of follow-up mvemgatron at Xinjin
County and modify the report accordingly,
Investigate at the other three pilot cour'txes/dxstncts

» Submxt the second progress report

mm& inie

Angust 2003 L kg

g oy , -
e e TR \‘\ - P

s e,
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T

3rd Step

. aDate: 11 November 2003 February 2004
01 Objectives

Facilitate the VA signing ) )

Prepare and deliver the second trammg '

' Draft and subrnit the final report (draft)

Modify and submit the final repért -

:‘1 \’. N

\4

Augg Rt
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Key deF r;‘tnons OB

Ry

7 PIC”: Policy lm lementatxon Commmee
established by MOA on 27 February, 2001

7 “LP1C”: Local Policy lmplementation Comimittee.
established by . County Government on

o “PTPMC” : Production Technology and -

Product Marketmg Consortium which has
ctirrently been registered as Hongyuan Ener;
and Environmental Protection Company Ltd.
Beijing, china
7+ “TVE” Towniship and Village Enrerprlses at the
o four pilot counties

Teswnehip Euwepriv, Developnoent
) (o

T oo AL et ¥ L s meyron |

e V‘:i’: ” el \ 5 e
- LPIC Statute (framework)A =
TEDC
EETDC
2003.8.9 -
AT T S P
i a2 Sy

Pro;ect background(l)

] “Establishment nnd Capacity Building of Local ]
Policy Implementation Comnittees” is a subcontract
under the project entitled “Encergy Conservation
and Green House Gas Emissions Rcducuon in
“Chinese TVEs™ - ‘Phase I’

- % Short term objectives -

To assist the pilot county gu\cmmems to establish -
LPICs and build up their capability in sustainable-
dcvelopment by providing technical support and
trainings, c.g. development of Action -Plan and
estabhshmem of Voluntary Agreement mechanism.

S oad Devclopmeans
g 2003 N

P
Vid e S

Key def nmons (2)

'Subcontracior TEDC in collaborahon thh
EETDC ’

- R CE: Revolvmg Capxtal Funds

-PMO Pro;ecr Management Office of the pro;ect
entitled “Energy Conservation and Green -
House Gas Emissions Reducnon in Chmese
TVEs” - Phase

. B Taml‘-'n':br)vuxhrcmm’\
Agst, 28R . Cenea”

T i ey v

/f e
;/,/

Pro;ect BeEkgrOUnd (2)

» Ultmmtc 0|uccmes

" By adopting the VA nuclmmsm. to assist T\’Fs in
sub-sectors of brick making, eeinent, metal casting -
and  coking fo - remove key market, - policy,"
technological, and financial' barriers to the.
_production, marketing and uiilization of energy
_cfficient” technologies and producgts in  fhese -
industries and to improve the energy efficiency and
reduce green house gas emissions thereby promoting
the  sustainable cconemic -development  and:
sJmproving the enyironment all over the county, I

rins Dbt
e, B e

.’// . ' %w’ . e 2"” - }»\l e

- = P2

Ob)ectlves of LPle

# To develop such policy environment which
- is propitious to the improving of energy
efficiency and-envirorimental protection all

~ over the county.

‘v To assist county governments to better

" mplementmg laws, regulations and. policies
in relevant” to energy efﬁcnency and
env;ronmental protecnon »

Ao, B0
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. & Déliberation with TVEs and supervise ‘on the

. o Assist PIC, Hongyuan (formetly PTPMC) and -
MQF._to evaluate -project: propasals subnruttef.u:\\,aw

oo = =
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Responsibilities of LPICs (1 )

@ Project |mpl_€~mentatlon and c.onsu!t_ation,
services '

signing and xmplemen ation of VA ‘

O Assist county g,overnment . to Dbetter:
implementation of laws, regulations and policies
“in  relevant’ to energy - effi fxency and
environmental protectxon

T e AT
AN e T
SN S o T W O

Section One General provision

#Clause 1:-Characters of LPIC
¢ Clause 2: Objectives of LPIC

y— et ¢ v - an -
. P w\d i Tncrprions Devuloprent
A, 263 T Lot

W2 \
e

o Secfibn TwezLPIC =
Organlzatlon '

© & Clause 3: LPIC membershlp
o Clause 4: Term of each LPIC member
"¢ Clause 5: Meetmg schedule

A“ Clause 6: Term, authority and duty of 1 ‘
AEEREM. RAGKE C
7 Clause 7: Sectetariat of LPIC -

. Tarmabag S Uneecbopint

'\u;.IyES o e dx[‘.mx;:u:]‘n.)-;'\xn\.
Responsnbllltles of LPICs (2) ‘
B Runnmg consecutwe!y an‘incentive mechamsm_ '
to promote VA implementation :
B Rephcanng the best practices in re!evant to
. énergy effic iciency and greenhouse gas émissions
reduction in TVEs all over the county’ ,
_ __- Making suggestions. on ‘the: replication of the i
. o best practices gained from the pilot project ’
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Framework of LPIC Statute

LPIC statgte c_onsasts of 6 sections: © - -
¢ General provision

¥ Organization

7" Responsibilities :
. 7 Management and work procedures
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o Sectlon Three*Authonty and & e
responsnblhty
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Conclusion

. @ This is only a draft statute. comments .

from the potential LPIC members of the
“four pilot counties are welcome.
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"1 UNDP/GEF “Epergy Conservation and‘Greémhouse Cas *
Bmlsswrs Reduct)on in Lhinesc TVEs— Phase 11”7

5,
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The ,Esta_blishment and éapaycity. ’
building of LPICs
Action Plan
" Beijing |
Aqgust 2003

‘1. Introduction 1.1 Defination-1

Definitions
L Action: :
Thc.state.orvaOCBés of acting or
doing for.a certain objective
- Plan:
A schemc,’p;ogram, or method worked
out beforehand for the
accompl ishment of an objective

‘Action P]ah

‘Summary

L lntroductu;n

- ll IMustration of the Action Plan . .
* Compiling : s

» 'II. Framework

- L. Introduction 1.1 Definition-2

“Role of Action Plan in the project.
" impleméntation:

... . Guiding principles, programming and
., activities developed by LPIC to remove
policy barriers to promote cnergy

efficient technology in TVEs.

QI. Introduction

« 1.Definitions

. .z.O_bjectfves
«» 3.Contcnts
» 4Importance ~
« 5.Working steps )
= 6.Survey scopes -

: &l Introduction lZOb]ectlves L

Objectives: |

To promotc the removal of policy barriers to
energy cfficient technology in TVEs by various
means; e.g. issuing governmental regulations and
decrees in accordance with laws, acts and codes. .
related, voluntary. actions taken by TVEs, as well |
as other cconomlcal measures.
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e 'lnvasngare and identify pohcv barriersto energy efficient =
-, . technology in TVEs restricting policy enforca'nem, technnlog)
. update, financing and product markefing:
= Develop the sector’s short term and mid ~ fony term goals in-
.- energy efficiency and GHG emissions reduction.
= ‘Develop measures to remove barriers identified .

’ I’. lntroduction 16 Survey Seope

_n Orz,amz"mon of TV Es and key issues related to
~ theirdevelopment -

» TVE’s ownership reform’

" Current status of the sector

s Current effective policies and regulahons related
to EE. and environmental protection and their |
enforcement

= Deliberate framework of E.E. technical innovation
and VA ' '

'L Introduction 1.4 Importance
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Introduction ,
1.6 Case study at Xinjin County,Sichu

= LPIC mehibgt colloquium
» Xinjin brick making TVEs’ colloquium
"= Visit and deliberate framework of E.E.

" technical innovation and VA with
entrepreneurs of the pilot TVE

. Introduction 1.5 Woiking siep

Il. Illuqtratlon of the Action Plan
Compllmo

» 1.Guiding principles
. 2Essent|al consxderatlon
x 3, Framework
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Il Illustratlon of the Actlon Plan

- Compllmg :
-2.1 Gulding princlples .

To steer and regulate the market
through. governmental policy developing
and implementing thereby promoting the
adoption of E.E. technology shunting to -

. market-oriented munner; Yo develop such .. .
‘a  market-oriented mechanism - that =
promoting ‘TVEs to be sclif awakened to
" “adopt E.E. and GHG ‘emissions reductlon T
' technologlcs

:ki-ll]l,l’ralnework of Action Planv ‘

13 .

1. Background -
2 'Objectives'. '

1 Implémentation scheme
«  Action Plan monitoring

16

e

AL lllustratlon ‘of the Action Plan Compxlmg‘

2 essential eomidcrzmon

= To be driven by the governmcnl

» To take TVEs as the subject 'ol’ teclmical
. innovation ‘

" To be. steerecl by mnrket forces
. mTo ;'emove policy barriers continually .. .

14

1 lIl Framework of Actlon Plan
1 Background

Background '

= Scopc requirement and objeclne of the "project
a Current status of the Jocal sector

. sCurrent effective laws and regulations In
relevant to policy, marketing, technology and financing
= Mechanism related to policy implementation
sBarriers to policy, technology, financing and product
marketing oL '

23 Framcwork )

» Background

s Objectives
« Implementation scheme
s Action Plan monitoring

lI lllustratlon of the Actlon Plan Complllng i

II. Framework of Actlon Plan
i 2.0bjectives o

Obj j ectxves

=Short term development objectlvcs
. (2003-2005)

"aMid-long term development objectlves
(2006—2008)




‘éIll Framework of Action Plan
- 3 1 lmplcmcntaﬂon of thc plan

“To team up and cstahhsh network

-to feam upor mskc use-of the current awaﬂahlc cxpcrt

~III Framework of Actlon Plan
34 lmplcmemanon mcasures,

. ,nhén&ing promotion
.» Establishing a reward-punishment

.2 lmplemcntatmn of the plan

- = Promoting TVEs’ energy efﬁciency‘

:« - VA signed by TVEs
" - Adoption oHSOl4000 to he mdclv promoted :

. = Modern enurpriw s\stem to be establishcd

team . mechanism
- to cﬁt.lbheh loc.:! Kndustrml encrgy cfﬁciency nctwnrk‘
19 2
L Framework of Actlon Plan - 1. Framework of Action Plan

» Develop assessing methods - -

» Establish reporting system of energy
" consumption (monthly report)

H1. Framework of Action Plan
3.2 Implementation of the plan -~

i

= Governmental dmmg s foree” )

- Financis) policy beneficial to F.E. and GHG emissions -
reduction

- Administration pelicy beneﬁcml to promonng LL and
GHG emissions reduction

- Economical policy mcenuve to E.E. and GHG emissmns
reduction ’

- Preferential tredtient poticy beneficial to RE. and GHG = .

" emissions reduction

a .
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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

LPIC Name

Office
Address

Contact Tel

1.2 Staff ( information of replacing staff including work unit, position, education and working
experience )




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




P ——

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

1. Organization and staff
No. Evaluation Item Evaluation | Proposal
1 Office address fixed and furnished

with modern 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
I1. 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




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 | EEI fulfilled as set in immediate objectives
14 | EEI reduction for 2005 fulfilled as immediate objective
15 | EEI reduction for 2008 fulfilled as medium and long

term objectives

Notes: 1. Evaluation should be doneby “A” for good; “B” for OK; “C” for not OK

2. Excellent for lessthan 3 “B” andno “C”; OK for less than 5 “B” and less

than3 “C ” ; not OK otherwise




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 of loan 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.
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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, implementatiori 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= zpi xX;
i=1

where:
P = Total Score

pi = Score of Item 1
4

X; = Weight of Item i, ZXl =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
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corresponding remedy measures.

Table 1 Assessment System of Energy Efficiency Voluntary Agreement

Criteria Weight Content Method
(Xi) @)

(1) Effect 0.35 Quantity of energy | Experts from
of energy conservation, energy conservation | the Technical
conservation ratio, energy consumption per unit | Team give the

(or value), indirect energy | score:
conservation quantity, quantity of | Excellent: 5
CO; emission reduction, economic Good: 4
benefit. Normal: 3

2) 0.35 Application of new Pass: 2
Application of technologies and new technical Fail: 1
Energy process, implementation status and
Conservation effect, comparison between energy
Measures consumption of major products

and domestic and international
advanced level, architecture energy
saving, waste recycling,
co-generation, use of renewable
energy resources.

(3) Energy 0.20 Regulations on  energy
Management management, energy conservation

responsibility system and

organization system, quantitative

management of energy
cohservation, examination  of
energy consumption,
encouragement mechanism,

training on energy conservation




€ 0.10 Information exchange,
Information extension of Voluntary Agreement
extension
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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.




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 )
Consumption Consumption

CO,

Type of Energy coal Emission

quantity Quantity (tce)

coefficient (3]

Coal (t)

Electricity(kWh)

Diesel (t)

Gasoline (t)

Coke (t)

Coal Gas (t)

Natural Gas
(m’)

Thermal Power

(keal)

Total

Production

Unit product Energy Consumption

Note: The content can be adjusted based on the conditions of the enterprise.




3. Implementation of Energy Conservation Plan

Measures Completion Status
Date
4, Factors that influence the energy conservation activities
Factor Details

5. Energy Conservation Plan and Measure Adjustment for Next year

Energy Conservation
Plan and Measure

Adjustment

Starting
Date

Expected Amount of Energy

Conservation

6. Feedback Information (mostly the information on Voluntary Agreement

that the enterprise want to submit to the PIC and local government)
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Appendix 2: Factors, Method, and Calculation

2.1 Conversion Coefficient

Table 1 Conversion Coefficient of Energy

Type of Average LTV Coefficient
Energy
Natural gas 9310(kcal/m?) 1.3300(kgce/m’)
LPG 12000(kcal/m’) 1.7143(kgce/m’)
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) 0.7143(kgce/kg)
Clean coal 6300(kcal/kg) 0.9000(kgce’kg)
Coke 6800(kcal/kg) 0.9714(kgce/kg)
Electricity Equaivalent:2681(kcal/kg) 0.383(kgce/kWh)
Thermal 1.4286(kgce’kg)
Power

2.2 Direct Energy Conservation-CO,; Emission Factor

(1) CO; Emission from fuels for production

If fuels such as coal, oil, and natural gas are used in the production process,

GHGs such as CO; will be emitted to the atmosphere. CO, Emission from fuel I is

calculated as below:

where

Q=P x ECx EF

Q = CO, Emission of i type fuel (t-CO,);

P = Consumption Quantity of fuel i (t);

EC = Conversion factor of i type fuel (GJ/t), means the Energy Content of unit
mass of fuel, see Table 2;

EF - CO, Emission factor of i type fuel (/GJ), means the CO, Emission of unit
mass of fuel, see Table 2.

CO;, Emission shall be calculated for each type of fuel.

Table 2 CO; Emission Factor
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Type of Energy C Emission CO; Emission Factor
Energy content of fuel Factor (t-C/TJ) (t-CO/TY)
(GIht)
Natural 39.00 15.32 56.22
gast!] 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: GI/km®.

(2) CO;, Emission of electricity consumption during production

Production in the demonstration enterprises consumes electricity, which

consumes primary energy resources and emits CO,. Table 3 shows the Standard Coal

Consumption for Electricity Generation in China. CO, emission is calculated as

below:

where:

Q=P x EF / 1000

Q = CO;, Emission of electricity consumption (t);

P = Electricity Consumption (kWh);
EF = Electricity CO, 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-CO; Emission Factor

Energy kWh kgce kg-C kg-CO, g-NOy g-S0O,
Saving
(Material)
1kWh 1 0.400 0.272 0.997 15 30
lkgce 25 1 0.680 2.493 325 75
1kg 0.509
clinker

(3) CO; Emission in Cement Production

Carbonate in cement production causes CO; Emission. In China, 1.264 t of
limestone (CaCO3) is consumed to produce 1 t of clinker. CO, Emission is calculated
as below:

Q=P x EF/ 1000

where:

Q = CO; Emission from clinker (t);

P = Production Quantity of Clinker (t);

EF = Clinker CO, Emission Factor (t/t clinker), see Table 4.

2.3 Calculation of Energy Conservation Target

(1) Energy Efficiency Index (EEI)

Energy Efficiency Index reflects the difference of energy consumption between
the target year and the base year. In Voluntary Agreement, EEI is used to monitor and
assess the status of completion of energy conservation target. EEI is calculated as

below:

EEl =—=—x100

n

ZP. 'EIi,B
i=1

Where:
EEI = energy efficiency index
n = number of products to be aggregated

Eij = actual energy intensity of process step for product i
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Annex 9.8

Workshop on Energy Efficiency Voluntary Agreements

The Second Training Materials

BB E

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 United 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

9:00-9:10

9:10-9:40

9:40-11:00

Chinese Township and Village Enterprises — Phase 11
Workshop on Energy Efficiency Voluntary Agreements

Fragrance Hill Hotel, Beijing
March 30, 2004

Agenda

Opening remarks
Mr. Wang Xiwu, Senior Administrator of the Policy Implementation
Committee

UNDP/GEF TVE Energy Conservation Project: Pioneering the VA Approach
in China
Dr. Zhang Zhihong, Chief Technical Advisor

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. Staf Henderieckx, 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



-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
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Discussions about the establishment and capacity building of LPICs

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

Fragrance Hill Hotel, Beijing
March 31, 2004

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 of PMO

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 of the workshop

Mr. Wang Xiwu
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“LPIC Training Workshop”

Minutes

Time: March 29 to April 1, 2004
Venue:  Beijing Xiangshan Hotel
Topics: 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 1
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
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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 7 talked about potential of energy conservation and
emission reduction in some Chinese industries, and the framework of
WWEF 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 moming 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 Fugiang, standing vice president of Shenhe Cement Co Ltd also
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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 PMQO’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 Fengznong 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 enjoying an

unprecedented environment for implementation. Energy crisis is



S S O B |
T s we= = N

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 in
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



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.

Attachment: Name list of participants
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Name

Ms. Cai Li

Mr. Wang Xiwu
Ms. Wang Guiling
Mr. Zhang Zhihong
Mr. Zheng Ge

Mr. Cao Fengzhong

Mr. Deng Yongzheng

Mr. Wen Gang
Mr. Wang Xuejun
Ms. Jiang Yun
Ms. Qiao Liming
Ms. Ding Hang
Komelis Blok
Lynn Price

Staf Henderieckx
Mr. Wang Hai
Mr. Song Dongfeng
Ms.Shao Chen
Ms. Wang Hui
Mr. Meng Zhaoli
Mr. Tian Yishui
Ms. Tang Min

Ms. Zhou Hong

Name list of Participants

Title
Division chief
Senior Administrator

Deputy Director

Chief Technical Advisor

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 of BTVE, MOA

PIC secretariat

GEF Project Office

UNIDO

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
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Name
Mr. Yuan Hui

Mr.YuDeyan

Ms. Hu Xuemei

Mr. Li Longbao

Mr. Liang Xinbao
Mr.Xu Wencheng
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

Deputy Town Governor

Director

Deputy General Manager

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

Moling Town, Jiangning District

Bureau of TVEs, Xinjin County, Sichuan Province
Shenhe Cement Ltd. Co., Zhejiang Province

Yeyan Brick Plant, Xinjin County, Sichuan Provinec

Bureau of Small & Medium Enterprises, Xinjin
County,Sichuan Province

Bureau of TVEs, Bagiao District, Xi'an City, Shannxi
Province

Liucun Brick Plant, Baqgiao 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
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BUR=A2706:

Three areas of policies:
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Exclusive competence of the
* Union
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Shared competence between
Union and member states
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R

" Unijon can sqpport. co-ordinate,
supplement, etc. etc,

QUR MITSION: A SUSTAINARIE EHERGY SUBPLY EOR EVERYONE

HIE KR

ECOFYS

olitical developments in Europe

KB Ten new members

The European Convention

RLYERYONL

ECOFYS

FEREUR B 3T R U I B AR
Shared competence:
a.o. for energy and environment

o fESESTIE, BN BB B LA N TR H AL
the Union and the Member States shall have the power to
legislate and adopt legally binding acts in that area.

BB T AT LU AT SO0 08 3T B 0 e 5 17 (A IR

The Member States shall exercise their competence to the
extent that the Union has not exercised or has decided to
cease exercising, its competence.

3120034 6H20HF 4 & WRLITRUME RN FLYET . CONV 820703
Draft Treaty Establishing a Constitution for Europe, CONV 82D/03, Brussels, 20
June 2003

SUB MISSIONL A SUSTAIRARLE EHSRGY SUdeLY TOR EYERYUNE

ECOFYS

ECOFYS

BRIACREHRIE TG £ 00 EEC02 il
The ACEA agreement on CO, emissions of passenger cars

RN & The Energy Performance of Buildings: directive

HHHSE S Introduction of emission trading
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ECOFYS

B 184" what is a “directive”

- ¥
piece of joint European Union legislation

e HUTRIT . Agreed upon by
-RRAR Y4 (RRBITRTTE)
the European Commussion (board of Union)
il4r  the European Parliamant
i CRFFWERD

Council of Ministers {= national governments)

e HEARAR@ELARELL, SHUE
Needs to be implemented by the Member States in national
legislation

ECOFYS

i%&ﬁﬁ Biomass electricity generation

ERSTET S

Projection Whil

YRR LLHE R e B
Projected clectriclty gencration with blomass

O Continued palicy
£l Active policy
60 M implemenicd 1999

sl i

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

TWhe

GUR MISSION. A SUSTAINABLE ENERGY SUPPLY FOR EVERYOMNE

ECOFYS
AHELRSTES

The Renewable Electricity Directive
©2010F22% Ky 4 1 T ol TR e

22% of electricity from renewables in 2010
o ZERF R (0

National indicative targets
1T TR eI A B R HEN

Grid access for renewables
o [BFERUE (R EP

Guarantee of origin (green certificates)

1]

i [BelgiumtAIH | 1% [ 6% [ 1% [ 3% | ECOfXé
GermanyBi[4 6% | 13% Qs | g%
Deamark/ 4 13% ] 29% 2385 d2%
Spaini T 19% | 29% 2151 3e%

Finland§ 2% 26% | 32% Jun| hw
Franceikif® 15% [ 21% zs | 1e%m
Greece N 10% | 20% [12% ) 15%
Ireland 32 SR 5% 13% | 1% ] 1se
Tnaly B 17% | 25% 1| 18%

Luxemburg/ 58 3% 6% 8% 9%
Netherlands?72 | 2% 9% 0% 9%
Portugal {45 [ 6% 39% 1 27% 3%
SwedenJi 50% 60% | $7% 375
United Kingdom | 2% 10% 4% 4%
EU-ISEKEISE | 14% | 22% [ (s ] 18%
P ik Green: tavget is med

PR

;Active P Continued Indicative Target  FUSTRURNERD

ECOFY.

..... B
RAKHE  Wind electricity production

RARBBNFR

FHRICIAAS
Projection White P
2 Active policy e '40 u.l\,vc:
M tmplementcd 2001

O Continuod policy

1994 1996 1998

f ' ECOFYS

2010F 0] B4R
Renewable electricity production2010
Projected renewsble clectricity production EU-15 b 2010

Terget Renowable Eloctricty
Diroctive 22%

~18%
(re——

Continucd Policies
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HEE4 The Biofuels directive

« 20054 . 1i{f 072 Yy i
In 2005: 2% of all automotive fuels should be biofuels

201077, B (i T4 385, 75515
In 2010: 5.75%

CROZFRD KON Pl SR i s
Most likely ethanol and biodiesel

o)
Tax exemption for b(ofuels will be an important policy
instrument

ECOFYS

EV Avarage

ux

Spain

Portugal

aly
ksland

Grasce

Germany

Franse

Finland

Denamrt

Babhm

Ausiria

ECOFYS

YRR Biofuels production

WAL 2~ bt 0.7%-13% of totat
Projected Uquid bisfuel production  gasolins and dicscl conssmpti

8 Coatiawed policy
0 Active policy
B implemented 1999

1998 2000 2002 2004 2006 2008 2010

ECOFYS

A ERTTE4 Cogeneration directive

Bty

MM SO REEP=RISEE (R 1T HH10% ) 1)
Promote the implementation of high efficiency cogeneration
(i.e. more then 10% savings on electricity)

o Ml (CHPY R ™ ({HIE 13
Systems for guarantee of origin for electricity from CHP

e AN A F R
Fair conditions for grid access

o A ERCHPRYY UL ITIE KA . SR dkr 0 0
National analysis of potentials for high efficiency CHP; this
must lead to new initiatives

ECOFYS

BHPEETEMGETE4 Directive on the
Energy Performance. of Buildings.

3 Energy performance
standards for new buildings; also
for existing buildings larger than
1000 m¢ when ranovated

[ AT TN

, heat pumps etc. for
buildings larger than 1000 m?

certificate of buildings when built,
hired out or suld

ECOFYS
LERIET Y

Agreement with car manufacturers

SAEED C ACEA)
Agreement between European Commission and association
of European car manufacturers (ACEA)
U3 A ICO = 47 S

In the year 2008 cars sold by European car manufacturers
should on average have an emission of less 140 g CO, per
km

o L AR A c2009 90T H 1 Ho Tl
Japanese and Korean car manufacturers: same target for
2009

OUR MISSION; A SUSTAINABLE ENTROY SUPPLY TOR CYERYONE
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Results of agreement with car manufacturers

ECOFYS

Sk % (ETS)
Th ‘Européan Union
"Emission Trading System (ETS)

PRLY TOR EYERYONY

ECOFYS

Framework directive for the efficiency of energy-using
equipment

%34 Energy services directive:
| XEDATE L% AR R
obligation for Member States to increase rate of energy
efficiency improvement by 1% per year

ECOFYS

Europaun Parlrament adopted Direstrve introtusing:
A mandatory cap 8 trade system for GHGs
.4 I} Compamies need emuission permit {non-
tradable)
AR PRSTIS TR TP B Ly Cemparies with permg receive
tradable allowances
T 7ekt Two periods
- 3007
- 2012 Wi ¥ “Wifirst budget period Kyoto-protocatr

v Lo21: 2008 ¢ THECD2 v

obLY JOR EYERYUNE

ECOFYS
Tk e B R
Voluntary agreements on
industrial energy efficiency

The Netherlands

Denmark: to avoid carbon tax
Germany: unilatera!l declaration by industry
France, Finland, United Kingdom, ....

1996, 2002

ECOFYS
HHR BT LA 4y s

Possible cost savings from ET

without trading: 42 euro/t CO.,
with trading: 20 euro/t CO,

OURMISSION: » COSTAINABLE EHFRGY SUPRLY £OR EVERYONE
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HMRAE 5 RB A

Emissions trading participants

OO R YR 3
Reflnenes cokes, iron&steel, cement, glass, ceramics,
pulp & paper
120
All large combustion installations larger than 20 MW,
(includes electncrty sector)
~tymfe About 12,000 participants

Linkage to third countries
New member states

. Norway, Switzerland, Iceland (EEA)?
Canada, Japan?

ECOFYS

&S . .
WZK Penalties for non-compliance

o 2005-2007: 40 € /1 COp- ik

e 2008-2012: 100 € /i COp- 14k

QUR MISSION: A SUSTAINASLE ENERGY SUPPLY TOR EVERYONE

ECOFYS

HERIE AR BC Emissions allocation

Fify 0579 —074H ) 495" %
At least 95% free of charge in 15 period (05-07)
WP EE (084 —124%) 31903, I10% LI
gz
At least 90% free of charge in 2" period {08-12)
thus possible auction up to 10%
R Ty SR {7 7rtic
Allocation according to criteria in so-called Annex
II1

UPPLY FOR EVERVONE

ECOFYS
FKIEKIE4 (BLZE) The Linking Directive (DRAFT)

? FA AN COMY SR
A M
Linking directive links the Emission Trading System to the Clean
Development Mechamsm {CDM) and Joint Implementatlon n
AT A A R AT w6 Y & B E AL Y

Cer‘tnﬁed Emtssion Reductions can be converted to Ermssnon
A!Iowances under the Enussion Trading System

vahd as of 2008

Maximum 6% of total allowances

Credits from forestation not acceptable

ECOFYS
SEARE (A=)

Allocation criteria (Annex III)

b AR N ERT W6 ot I 4
Total quantity of allowances should be consistent with national
target and national policies (#1)
N RN N {1 ]
No ‘over-allocation’ {State Aid Guidelines?) (#2)
P55 PR NG e
Quantity of allowances should be consistent with reduction
potentlal of activities (#3)
No distortion of the internal market (#5)
“ T Aaf G o 2] 23
Indlcate way of dealing with ‘early action’ and new entrants(#6,7)
KR R R TS A R A WS LY g
include list of installations covered and allowances per installation
(#8a)

Y SUCPLY FOR EVERYONE

&

ECOFYS

WK B HE T B AR
EU Emissions Trading Agenda

Adoption Parliament
#Final Council decision
g4 Additional Directives;
- i’é“JI/C M3 Linking J1/CDM projects
Monitoring Emissions
GHG Registries

1 2003tr9H

National allocation plans 200477314
& M. Approval/Comments EC 200416 H
Bl ik Amendment sector/gase 2004124
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REEESER 8BS
Voluntary Greenhouse Gas Mitigation
Efforts in the U.S.

Lynn Price
Energy Analysis Department
I Energy Tachnologies Division
Lawrence Berkeley National Laboratory

Presentad at the Workshop on Energy Efficiency Voluntary
Agreements

March 30, 2004

SR FAUEH 1990— 20024
U.S. GHG Emissions 1990-2002

ot W i an et N e
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g 400 R AT R 0T 8

=4 e G4 Esnin s of OHOW i the US 1937 1760 3

3 o200 — EPA e ntecy of CHO Eminsione o4 Sike 20M 3

(P bevemiery o4 O Emiaioms and Wmas 2001 L 4700
€000 e PA Urvuatery of GHG Emisasmms and Risks 2007
<o CPA bvwattry of GG Emimsiame snd Bk 2003
5800 e CPA Irvostory of GHO Emins ians and Wi 084 1 1650
T Kyoto Protocol Emissions Limit
5000 1000
1580

1990 1991 1902 1003 1094 1995 3US0 1937 1908 1988 2000 2001 2002

FRNARAERLRE

Lawrence Berkeley National Laboratory

U S. Department of Energy research Iabo(alory

Managed by the University of California 3

40004 AT 4000 emp, i
- 2004 MMAFBG 200 UC fax '“:_ E g TS

~ 600%FSLL: 600 grad : 3

- 041157 90 post

- HKAMIAGUIEL  many visi
QX WIN KT 9 Nobel Laure

A(ﬂ‘l!lffiﬁﬂ‘lﬂuﬁ%lﬂ

E Energy T gies Division. Mission is to perform research and
developmem leading to better en technologies and reduction of adverse
enevgy-reia(ed envionmental impa ev%

RESHRBLBIN: IR
U.S. Climate Change Policy: Current Status

2002652, BB % T ARUGEAR - SE N LB S0 (BRI BRI R 18% M 1)
8 CRUSTC USRI AR S5TT7 el iy e B A I SOOI

+ 2002, President Bush committed the US to a goat of reducing domestic
GHG emissions by cutting its GHG intensity — how much it emits per unit of
economic activity — by 18% over the next 10 years.
BOCEASIFRA (R T OOFINL, R T XS R PGSR TR L 2
SCREMTSHONET A 2k H Rt

The policy also supports climate change rasearch laymg the groundwork for

lutum action by g in sclence,
o BERERNEEAE ﬂb& HSERBT, B U*U}ﬂﬁﬂmr‘ti}‘cﬂ(
. The strategy hasi. and p working

with other nations to develop an efficient and ooordmatod response to global
climate change.

KM RFETE: 5 O
U S. Cllmate Change Policy: History

R s e e e e b e I e

199245 458 JHEAEIR A K ATBR AL HE RN Y
E:QhQZ: signed and ratified the UN Framework Convention on Climate
ange

1998¢F: XM HLIMIGES
1998, U.S. signed the Kyoto Pratocot

200115, TBHAAR SR BRI W
58 A f'ﬁ st T A
céﬁun({”%.ﬁmwv Tt 4{6 B

2001: President Bush declared that he will not submit the Protocol to the
Senata for ratification because “it exempts 80 percent of the world,
including major population centers such as China and India, from
compliance, and would cause serious harm to the U.S. eennomy’

SERBUEBEHTESR
Historical U.S. GHG Intensity Trends

Intensity Ratios: Carbon/GDP. Carbon/Energy, el
and Energy/GDP
Indix (149 = 100

100
Cavonifnergy
[ e . N
CrergyGDe
0 Between 1990 and 2000
the overal change in GHG
Intonsity (carbon/GDP)
40 was -17.0%
10P0F 20004, BT
2 RARNETRYL
-17.0%

Source: U.S. Energy
Informaton Administration
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2,200 4 Businessasusuel . - - . .- . _ .
——— White House

- Kyoto Protocol, deiayed by 10 yrs

Carbon Dioxide Emission (Million Matric Ton

1,000

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
Year

2[R B BOR
u. S Energy Effuciency Pohcy

o BB 8(3T4 National Executive Orders (issued by the President)
- TREBIWALASMITHERE  Requiing Agencies to Purchase Energy
Efficient Computer Equipment
— DEFUEAS LRI RRT KT Energy Efficiency and Water
Conservation at Federal Facilities
- WL ERTE ML, B2 REIL"  Greening the Government
Through Efficient Energy Management
— JRARFUEr 1:4,h A4:4{  Developing and Promoting Biobased
Products and Bioenergy
* Ji 2t 211" Greening the Govemment Thraugh Federal
Fleet Transpoﬂatlon Efficiency
- FRITS AR RAET | |8 Actions To Expedite Energy-Related Projects
~ il % MR LA Energy Efficient Standby Power Devices

R (RP-RE)
Climate Stewardshlp Act (McCam-Lleberman)

R, T T AR
T — WA HIIRUE, »HMMH SHAIRAR, IIFHT°20106F
Would establish a limit on GHG emi through an emi:

trading program, beginning in 2010
- 2010955201641, #AL/ UHSEHHBCLRL T 02200091 (R T
- 2010 to 2016: annua! GHG emissions limited to the amount released in 2000
~ 201647)7: RLA 19905 MK
— After 2016: limit reduced to the 1990 emissions levels.
1RGO M LB R A (AR INTO% L1 CREG (R R
BB G
Would cover more than 70% of all U.S. CO2 and industrial GHG emissions

H:J.(ﬂm(n-.?!ﬁ.i". Ltwmmﬂim'
Waeaker than the Kyoto Protocol, stronger than the cument poticy
'ﬂigﬂgg‘}iﬂo)lmk‘ilﬁ&)‘ﬂ&é{'l'*iﬂlii (44% 3ity, 56% B —AALFilkeT

Lost in Senate vote (44% for, 56% against) October 2003 — will be voted on

FEERBR
us. Energy Effcnency Policy

o (EAGHSKILE~1992  Energy Policy Act (EPAct) - 1992
- &mu (BRI RET I G IBER V ( B AR MR ALRS A, JHHEILICH Y

- Established a program vnmln tha U.S. Department of Enemy to
and

new energy and energy
efficiency technologies
- TR, TR RRAT LR, wwmummm:rmm'
- i new d: mhng and
to p i d energy effi in buildi

- s ﬂﬁ(i‘ﬂ PN CH W1 IN b EwERTT 22

- Outlined voluntary guidelines and provided grants to industry for energy
efficiency improvements

= BB, W TR RIBR UL K

- Outlined new standards and labeling programs for appliances and
equipment

FEEERBUR
U.S. Energy Efficiency Policy

o RAMEHBOREM (S AL

= National Energy Policy Legislation (passed by Congress)
~ MM 5 800L— 1975
— Nationat Energy Conservation and Policy Act - 1975
- WA EHiLE— 1978
~ National Energy Act — 1978
- Xl woNifkiL- 1987
- National Appliance Energy Conservation Act— 1987
— (EUFBURIE— 1992
- Energy Policy Act — 1992

U.S. Energy Efficiency Policy
e BLsKE

o lediBk: - 1992
« Energy Policy Act (EPAct) 1992
- RO TR, el
- Directed all utilities to use integrated resource planmng in making
power plant investment decisions

= IR IRSR [THUEE SRR

- Provided loans and training for state and local energy conservation
programs

= W& W ERRISEREAGR AN T umussmm s:nzmmum

— Set goals and requi of
conservation measures in fndsral bux|dmgs

- !!ME:UMIIU J MI*‘WW{ 3 hm;:ﬁ_mni-

- i p (or energy

IRIPIE AR

and d
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U.s. Department of Energy

774 Founded in 1977
ﬂb&fimmmn’kﬁ\ GGG CA, 3R LIE M RN AR, BRI

Mission is to advance the national, economic and energy security of the U.S. and
to promote scientific and technologu:al innovation in support of that mission

3 RIS E):
Climate change related activities:
— BB BIS KR (1605D)
~ Voluntary Reporting of Greenhouse Gases (1605b)
- TURSALRER!
- ClimateVISION
- UREILHART ]
- Climate Change Technology Program
= T RBL . RN XN R T

- Research and development related to next generation nuclear facilities, carbon
sequestration, and hydrogen

. A.‘\f\"‘m)

ey

FEBEUEAENR: AREE
U.S. Voluntary GHG Programs: Climate VISIO

{k: Indirstrial Sector Goals: «

- Hed¥ 23 (PCA TR 5520204 REE K 1121990441

"o TR

- Portland Cement Assocnauon {PCA) has committed to reduce

CO2 emissions by 10% per ton of cement from a 1930
baseline by 2020. .

- }‘u;jgmm CAISIRUIEF 2012 ok 4 (B R 1k 1998

- American Iron and Steel Institute {AlSI) has committed to
achieving a 10% increase in sector-wide average energy
effi CIency by 2012 from 1998 levels.
i{ 3R A7 (SIA);M’)JM)M!' UAHR, F12010%R%,

1995 35kl 1684510

- Semiconductor Industry Assoclation (SIA) has committed to
reduce a suite of the most potent GHG emissions by 10%
from 1995 levels by the end of 2010.

.

FER Z AR R E AR
U.S. Voluntary Repomng of Greenhouse Gas Emnssng

y;wszﬁnmwrmmm);mmos (b) VWHTRSL, MINIFLIT-1995

Established by Section 1605(b) of the 1992 Nationa! Energy Policy Act,
reporting began in 1995
SRR m;m);ﬂ#{ 1 Sﬂ‘?’ﬂfﬁmﬁllt TR, W

Bti!:l SUATER B L Lﬂ%b&ﬂlﬁﬂ [i'kd Hé it
Utilities in the Climate Chall

and other entities, report either total annua! Gng
from GHG emissions reduction projects

2002744 5+ 2002 report:
- 228 AV RILEMBULITT
- 228 and other izati d
= JFPHET 2027 N33 H af2b iR 24 LA U BRI IK
- 2027 projects to reduce or sequester GHG emissions
- TUHER L2685 MMTCOZ2e diract reductions
- e XaHIGLIIMMTCO2e  other reductions

emissions or savings

EEABAEAETR: ARER
U.S. Voluntary GHG Programs: Climate VISION,.\[

PIIrh)

o Lur§14F:  Industrial Sector Goals:

-gm&mammw e IRAAFURWG2010402 (M4 LR 'SFem

— Magnesium Coalition and the i A i
Partner ies have itted to eli sulfur hexafluorids
(SF6) emissions from their j tions by 2010.

- ?‘él’gﬂ.#ﬁﬁ{? (ACC): W3 #R11:20127 04 467 (44 3 ERISE LE 19901 KUK

— American Chemistry Council (ACC) has agreed to an overall
greenhouse gas intensity reduction target of 18% by 2012 from 1990
levels,

= b IROATTVLRL ARG AL TR
— Alumi iation has 1o reduce sector-wid

gas emissions

RRBERBABTR: SERE
U.S. Voluntary GHG Programs: Climate VISION

o SRR (s, @lﬁiﬁﬂkﬁ'ﬂl HleKATs 4

* Climate VISION (Voluntary Innovative Sector Initiatives: Opportunities Now)

o F20034E2)15 4

+ Announced February 2003

. i;mlli**'I“EI‘JQEB!%'ABT’{W#BG&HZ GRS UATEBUR S QFF (ML)

« C itted to i i gas ity - the ratio of
emissians to economic outpul by 18 percent dunng the next decade

. u-mumm,r.qkwdwm, tﬂilhﬁ ~ IS NABEL L 4R

. and i ies to undertake broader efforts to
help meet that goal

o BEIRBOMALRAEY H 05 RN 7 TR

+ Criticized as "busi 1* by 0

m

KEBVEUSBET R URER
U.S. Voluntary GHG Programs: Climate VISION

o JLakATHEIT4R:  Industrial Sector Goals:

— PO R ARG $1201201,  SERIIALAALBIIG T A

Llﬂ"i‘!l‘lﬁﬁf‘ (HHIR L IENE20021E N 45> 10%

— 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.

- TGRSR 2 (AF&PAYRRINATED, $I20124F 34¢
AT HE20004E FRR12%

— American 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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RENRE

U.S. Environmental Protection Agency

o IRLT19709F
+ Founded 1970
o XNEGRER ALY ARGYEL HEP AR AN DA —5 (. KRR

The mission of the U.S. Environmental Protection Agency Is o protect human
health and to safeg the natura! . water, and land—upon
which life depends

LRI Eh: Climate change related activities:
- (#F2ZLl  Energy Star
- “{fEAH  Climate Leaders
— JIRARUBRERMTAM (46 High Globa! Warming Potential Gases
— RARAUATR  Annual U.S. Greenhouse Gas Inventory

.

.

KEFGRE: HGWPIEHE
U.S. Environmental Protection Agency: High GWPs

SERHLAT 3 I"J*% HCFC-ZZI"%&.'L
1r~|mmm1 Yﬁlﬂ ﬁUJ FRHEHFC. PFCRISFaIHE

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 SFe
emissions

BT A A X R — B MR R R G
Az R 4 I R PR C I

Voluntary Aluminum Industrial Partnership - Participating
companies work with EPA to improve aluminum production
efficiency while reducing perfluorocarbon (PFC) emissions

KEHGRE: GEZE
U.S. Environmental Protection Agency: Energy S:

s Y

- CERZACRAIRGU. &R T SUAEt AN
-Energy Star program for Buildings, Equipment, and Industry
~BEIRL T Ak S BAT I O 4 KE
-Develops ips between it and
—{1500% A Lk S ekt 50 1 B
=Voluntary program with over 500 industrial partners.
—RNZA AT RO S
~Energy Star guides for industry
-EHRAEISTLALES:  Industries svatuated include:
-H{%EHR  Automobia assembly
K& Cement
~FEKHIE  Corn refining

-3 Browing
~{iMi&d  Petroleum refining
~W#5 Pharmaceuticals

REHNRE

U.S. Environmental Protection Agency

y"\f‘ National
/ PerformanceTrack

Envionmental
ﬁx%ammwﬂ CIHATT 95 &Wemaouamw: FATT N M I EBR IR

« The National Environmental Performance Track Program recognizes and
encourages top environmental performance among over 300 private and
public facilities in the United States

o RO TR, RGNS U ICEREITRL, QUK BRI
o IR ILEE S AR ST I M T

= Performance Track provides recognition, regulatory flexibility, and other
incentives that promote high levels of environmental performance and
provides a learning network where best practices can be shared

k3

REKREE. ARLHR
U.S. Environmental Protection Agency: Climate
___Leaders -y

(RS G

Climate Leaders voluntarily agree to:

* SR OHESERATAL R

« Complete an annual GHG Inventory

« BEBURMTIE- R F R

= Set 5 - 10 year aggressive emissions reduction goal

TA-PUHK AT RIMA SRS

54 Companies have joined Climate Leaders

TA—RERERE I

21 have set emissions reduction goals i
CLIMATE ¥},
LEADERS

© U R Envitorarantai Proteviion Agency

REWIRLG R AR
Energy Effi cnency and GHG Mmgatlon in U. S State’s_m ﬁ

AT T LR e

T T A B G009 (R S5 8 A THRBUR

States can implement their own energy efficiency and greenhouse
gas mitigation policies
J}I‘l ;{-ﬁi’?‘éml&ﬂl&ﬁ A HBUFRER ME0% . MIBHF 2003448 R4y

Federal funding for energy effi cienci/ is now 60% of state funding.
State funding in 2003 was almost $

—-$ ] L B IR 1740 SUABOR AT 58, Wlnl i el 4
FRAERELSE ORI S 22 S

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.




Ay 38 2 R
Energy Effi cuency and GHG Mitigation in U.S. States_

) No inventory or action plan (10}
[ Inventory completed: no sction plan 112y
[l Inventary completed, action plan in progress (3)
] inventory & action plan completed 25}

MM RAT B 2 AL
California Ciimate Action Registry

. The Registry’s p o] jons with
in Califomia to outrmurm ] mwmwm hﬂﬂﬂlﬂ!
— RS RIERG ICRAC (R
~ inventory and report their GHG emissions
= VLR AL (R IBORIEER,  ARAEGTE AL LA HBCRERAS Hest MMEER AT
- I GHG ions baselines against which any future GHG
issit i may be applied
Ak kG H UL RR PR 40 (R BATHE, $95G 0y
v s VT LIRS
State of California promises to ensure that participants receive appropriate
consideration for early actions in the event of any future state, federal or
international GHG regulatory scheme.
L5 RN TRIEIGN . I B mmmmwenun

Regisf ici include bust
municipalities, state agencies, and other antlhes

T AR

New England Governors and Eastern Canadian Premiers

* 200VERWAREEATE) HRI
+ 2001 adopted Climate Change Action Plan
(17 Goals:

= W F20108r 4 PRI LA IRRAR FI 19901 K P

— Shori-term: Reduce reglonal GHG emissions to 1890 emissions by 2010,

= Rl F{20201108 (MR A LA U RHRF 19905 MR T 105K K Y-

- Mid-term: Reduce regional GHG emissions by at least 10% balow 1990 emissions by

2020.
KA X?l*'M}f’lfﬁ‘-#ﬂ‘nhﬁﬁ'ﬁﬁlFX!’!QM‘J?A‘I&{IH Wit
HilA ' FRr75-85%

~ Long-term: Reduce regional GHG emissions sufficiently to eliminate any da arous
threat to the climate; current science suggests this will require raductions of
baiow current levels.

- W~ REMERELAR D of a regional

i inventory
. 3-rﬁ!ﬁﬁ)ﬂliﬁﬂl&'ﬁ&mm;‘lv"?‘(ﬂ‘tfﬂﬂﬂ-ﬁﬁ BRI IR R 2R

« Identification of initial climale actions that couid be ted q Y
serve as a foundation for building widespread support for nﬂdmonal aclions

and

S AN it 1y i SRR
Energy Effi clency and GHG Mltigatlon inU.S. States\

corgeed
[ e see e e o

I 'IH'A 4. HORRECHFIA#
nmw £ {30 174 WA
Calufomla Standards mat will achieve “the maximum feasible and cost-effective
reduction of GHG emissions from motor vehicles,” taking into account

1, social, technological, and factors must be adopted by

20085.
LSRR SRIGBIA (RN B AR AT (T BICH6:201050° 08 4077
AR TV RE8.5%
Connecticut: Adopted 38 climate measures to reduce the state’s GHG emissions
by 4.07 million metric tons, or 8.5%, below projected levels in 2010.

PRV AT RIATI S BAAEGAWIFUNL,  RUSAM NI )
7’(! 20050 34 CAHEIC £ 1990k 3.5%
New Jersey: GHG emissions 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 gual

27

REVSBEUEEE: M

_ Energy Efﬂclency and GHG Mitigation In U.S. States : Callforma

. [——
w}ﬂﬂtﬂﬁﬂ’*(cEC) Eﬁﬁ"{fi&ﬁﬁ-}ﬂfﬂﬁ g

The California Energy Commission (CEC) is the lead agency for
climate change issues

MR 21— A KR R AL L) (CCP).

The CEC has a large Climate Change Program (CCP}

MR R 2 il N S TR Y

The CEC prepares the Caiifornia inventory of GHG emissions

gCP(L AR AE SR I (BRATa QAR R T — - SRR R (g
L

The CCP provides guidanca on reporting and certification protocols to the California Climate

Action Registry, a voluntary registry of GHG emissions

IR B R ATE ANMBEWHISUAR (PIER): W0 N B 5 RN BEH TR

B R.

The CEC administers tha Public Interest Energy Research (PIER) Program, which funds

resaarch in many energy-related areas,

I (EB G £ QBRI Ko, MRRKRTIIT e 1‘02

The CEC energy

in budding Q! ing, and

‘water systems

R EE MR 4 R
Renewable Energy in U.S. States

s R U A S M BT A e Y, Ti3920%.

California: Utilities must increase their sales of renewable energy by 1% per year
until they reach 20%

TLEERRM. 20094 60 B mmm’m AR, RTINS TS
TRE M (R P BT — A AL 1

Massachusetts: 4% of electricity sales musl be from renewables by 2009,
increasing 1% per year until the Massachusetts Division of Energy Resources
sets an end date

WK, m&’-}n‘Jﬁ”‘ifhlIEiﬁiﬁi5)lt§ﬂ2005ﬂ31ﬁ1m;‘r£7%. 200741:49%, 20094
H11K, 201188 413%, 2013‘!’%1

Nevada: The ired rises to 7% in 2005, 9% in
2007, 11% in 2009, 13% in 2011, and 15% in 2013

TURERIM.: 200000, & 2000 ISR LIRS 3%
Texas: 2000 megawatts, or about 3% of Texas's generating capacity, of
renewable elactricity required by 2009.




KR & MBI F AR
Renewable Energy in U.S. States

L e Lyt e Loae e s el e o

3IMMMS00 LA 1 1t LA ER - ST 4 i)y
More than 500 utilities in 33 states offer their customers the choice of
renewable elecmcny

i BN LA ST R TR (Rl S MR e, 19981 5%
2012’[ Tl 10V 321 Rl 1 )3 et 5363 -1 ML
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
124 HETIT S WP (e K AR
« 12 states have Renewable Portfolio Standards

T MEURES
anwrras Chicago Climate Exchange (CCX)

©EMY R (CCX) A -MTRERC (RMR S b A5
* Chicago Climate Exchange,® Inc. (CCX®) is a8 GHG trading program
— MR LA TE A (ARSI HME IR, 210 hilish
~ the world's first multi-national and multi-seck rh for reducing and
trading greenhouse gas emissions
= JERATURYEMA T, SIRIVEHL ﬁ?)\lﬂ;{x CLBEMERE X7t cpads e sk,
SRR “
- the first voluntary, legally-binding commntmem by a cross-section of North
American corporations, municipalities and other insfitutions to establish a rules-
based market for reducing GHGs

COX{uf—MRA AT LLT SR 6

CCX includes a GHG Registry and electronic trading platform
200349 TS IRB— B Y

1st trade was September 2003

1103 B b €1 A 106CO,— KT

Trading currently around $1& CO2

o e s e s

By

Renewable Energy ingi.l .S. States
SR MO T R =

0O -REXRFRHEATTILSE /X States that hove a Renewable Portiolio Standard

(RPS}

B0 & 0R AT LR DN RATRPSTRMLAITAY  States thot have
voluntary renewable anergy goats or RPS-type legislation withoul enforcement
ueumumaﬂmmr;ﬂnuzank/,mma:u Statss that do not hove RPS of renewabla

AT A Rk
KA} Pmershintor Partnership for Climate Action

e~ e e T RS,

'I%K%"ﬂ?{‘km GG MANATIGUR, BT (BRIRLE. BRI

Partnership for Climate Action (Environmental Defense) is made up of 8 companies
dedicated to climate protection and to limiting and reducing their GHG emissions

Each company commits to: #4247 iKili:

- DIt 4"‘&&{5“!##‘-1}2!&/}(. AL ST ENAT5) B2 T BOR R BRIk
#:BUX— A4 Publicly declare a global GHG emissions limit backed by the
management action, policies and incentives necessary to achieve that limit;

- RN, BN, ATFMIHELSC (MBI Measure, track and publicly report net
GHG emissions

- {imﬂﬂﬁﬁmﬁkﬁﬂi%bkﬁﬁﬁk“W&}J iMM¥2%  To employ innovative

share related to efforts to reduce GHG emissions

— XARAT }1. Alcan, BP, DuPont, Entergy, Environmental Defense, Ontario
Power, Shell, Suncor Energy

kL

S EIg I X A& S AW AR S LA R R
Energy Efficiency GHG Mitigation in U.S. Cities and Coggties

e i

= o REA0E MRS S T URGY SR D —i& b My
% KRR N LT RIRIEIES)
¢ i + Over 140 cities and counties in the United States participate
& in Cities for Climate Protection - a global campaign of the
cot International Council for Local Environmenta! Initiatives

{ICLEY)

20034, 1554,k KM&:&nT):Auh&r SHIRMSE
SR BRI G, R i€
LHR LR AR

s

In 2003, 155 mayors of communities representing almost
50 million people issued a bi-partisan “Mayors’ Statement
on Global Warming,” calling on the federal government to
join their cities’ efforts to reduce the threat of global
warming

PEWRI RS H L
PEW Business Environmental Leadership Council

L2023 s e d 7 T3 SRS Ra s (B4
* 38 member seot GHG emissk jion goals and agree that:
- T T O TUN BRI SR DO IR MM ML 2 TN, it f
WA, WIS A
- businesses can and should take concrete steps now in the U.S. and abroad to assess
ies for emission k establish and meet amission reduction objectives,
and invest in new, more efficient products, practices and technologies .
~ SUBEMRLEIMRRIE R DG . (LS, ST RIS 22 IR HUATIA R (R A1 M Ao REMIHL
LTINS JoP BT CE s 0 o 1 S GHIWE 271 57N
~ The Kyolo agresment represents a first step in the international procass, but mare must be
done both to impiement the markot-based mechanisms that were adopted in principle in
Kyoto and to more fully invoive the rest of the world in the solution

- SUEROIGITARMBGRML HRey, JFRYEMEH, RIARYS GEWRRE AT

xmmmhm;mmmm»& 2
- We can maka significant progress in addressing climate changu and susunmng economu:
growth in the U.S. by adopting policies,

@ reweeater
SLIRAYE
: ba':nuu
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World Resources Institute

IE PRG0S IF A AMILAE 1 280K 22 T ISR ST £
AURMEREL, B3R NS, SIHNEATE ’!'}Jfr‘lifr’i‘utﬂ:lL}} il
420104255 £100035 5

WRI's Green Power Market D Group is a i of 12 leading
corporations and the World R institute ded| d to d

corporate markets for 1000 MW of new, cost compaetitive green powar by 2010
L S0 el T R B2 B2 £ L UL 9% 7% Qe 304 4R 8730
(6940 VT URS & AT % 07 515 i Se - (R HEA7 BRI 11 et
S RHR G ARAE

WRI's Greenhouse Gas Protocol Initiative, convened with the World Business
Council for Sustainable Development its mission is to develop intemationally
accepted accounting and reporting standards for organizational GHG
inventories and mitigation projects through a multi-stakeholder process

E1d

AL GRS S — TIROERE
World Wildlife Fund — Climate Savers

T —

JEERIUE R ATIEATR (R BRI CIFTRRTR

Goal is for member to develop i ive climate and energy
solutions

o B HREY ’ﬂﬂﬂﬁéiﬁ’?!’ﬂﬂiﬂs. IRALWHIATFHR0 KW 73

« C ies adopt a portfolio of climate and energy
management strategles that include & mix of immediate and longer-term
actions .

i R AT RIHE ~ A (e BRI 3 WS IF A 268 23Ky
ﬁiXﬂMrd)E’ﬁuiH@.~ﬂ4«t&ﬂ‘lﬂd‘! i3]

+ Companies commit to an overall greenhouse gas reduction goat and work
with WWF to outline the key action areas for achieving measurable
reductions in carbon dioxide emissions.

18 73144 45: 1BM, Johnson & Johnson, Potaroid Corporation, Nike, Lafarge,
and The Collins Companies




Why These Sector

UNDP/GE oy
Diivk

Energy Conservation and Greenhouse Gas Emissions - Output: $00 billion bricks. compared with § blfion in the LS.
ion in Cli : Memeerite the 3 - Brick plants about R0.000

Reduction in Chinese TV Pioneering thie Y A vick plants abou

Approachin )

Comunt
- Output: 731 million tons (20031 40 of wold's total
~ Cement plants: 4780, of which 4035 are small
Cadee
Zhang Zhihong - World st praducer since 1994
Chief Technical Advisor - Qutput: 143 million tons (20022 40°% of world's total
- Export. 15 million tons. moire than half of world’s totat export
Metai cavting
~ World's largest producer since 2000
~ Qutput: 16.26 million tons (2002
- Foundries: more than 20.000, with 1.2 million employees

Project Conée‘pt Removing Policy Barriers:

To remove barriers to the adoption of energy efficient Ca pacity Building of LPICs
production technologies and products-in the four industries

of TVEs . & local points identified at all pilot countics

. . ® LPIC cstablished at 4 pilot countics and under way at 4
Fypes of harvie other pilot countics

& Policy bartiers

o Market barriers C A (with the assistance of LPIC contractor)
v ~ Specific barriers iy estigated
s Technology barriers . : ¢ LPIC statute drafted
- Action plan formutated
* Financial baviers Enetgy efficiency VA developed
Fnergy -saving potentials assessed for pilot plants
Palicy incentives of local gov eimments assessed

Selection-df Pilot_ Enterprises

R;em"oving Market Barriers:
The Hongyuan Company

Briek

¥ Fangshan Yancun Brick Plant, Betjing - i
iucun Brick Plant. Shaansi Ihe Hongyuan Company

¥ Yongxing Shale Brick Plant, Sichuan y Fully operational with 7 full-time staff su

PTPMC Sccretariat registered as a connmercial enti

Cemuent

+ Shenhe Cement Company. Zhejiany
v Luteng Cement Company . Hubei
Coke
v Gangyuan Coke Compiny, Shansi
Merat Casting
v Nanjing Moling Foundry. Hangsu
v Dalian Jinmei Cast Pipe Company . Liaoning

external group of technical and financial &
Working with pilot enterprises to identify their nceds
and strategies for technical renovation projects
Organizing training workshops to identify potential
TVESs to participate in the project




Removing Technical Barriers:
Technology Demonstration

# Support for the design of technical renovation
jects under wa s
w1 waste heat power plant
b waste heat power plant
cold-box core making (?)
kiln renovation and material preparation %

= dunso o

Removing Financial Barriers:

Revolving Capital Fund

tite MOU signed in 2003 .
F will consist of:
- G Entrustment Joan facitiny ($1im}
- MOA: Capacit

Entrustment loan
- Managed by Hongyuan
~ No interest but fee charged by ABC
- Priority given to pilot TVEs
Tuan not to exceed $200,000
ied with ABC commercial loan approval

-

Dissemination of Best Practices

® ldentification of 100 TVEs \a‘ndv 2
counties for dissemination '

® Training workshops to be held

® Project proposals/feasibility studies fi
non-pilot TVEs

® Marketing of energy-efficient building
materials :

Pioneering the VA Approach

 Project proposed in 1998-99, identified VA as
an approach to remove policy barriers:

& To be signed between local governmet
pilot TVE

¢ Possible extension
~ VA between government and indus sociation

~ To cover not just energy efticiency but also environmental
poliution

VA Policy/Legislation in China

o Explicit reference to the voluntary roach in
the Cleaner Production Promotion Law

SRS k3 LH1EES

i T

i Frifil 1

W At

VA Projecté/Programs in China

EF Shandong SETC
Pilet progect wah steel wdusiry
teel Industry Associntion

melab cosling sutusties
- N et pros en and replication




VA with Chinese Characteristics

What can we fearn from the international experience?
To what extent can the international succes
transterred to China?

What are the les learned from those count

How is the political, institutional, social. and econti
situation ditferent in China?

Whut role can the VA play in Chinese energy and
environmental policymaking?




ECOFYS

Prof. Dr. Kornelis Blok
Suzanne Joosen, Mirjam Harmehnk

DUR BISSION. A

ECOFYS

What kind of targets are there?

Py o P e il 140 Specific targets (SEC or

SECKEET 4. Relative SEC or EEI levels
Absolute SEC or EEI levels
Benchmarks

Absolute energy use
Absolute CO;-emissions

conomic targets
i Cost-effectiveness targets (social perspective)
Profitability targets (busingss point-of-view)
Ability-to-pay targets

Spiy 1R LNIRYONE

ECOFYS

RES Contents

o BRI FR R I
Key elements for monitoring of voluntary agreements

oL TE

Example 1: The Netherlands
o2 WATIIE

Example 2: Australia

o F13: KRHHRME G0
Example 3: European Emissions Trading Scheme

L3 4ve
Recommendations

PEPIY FUR EYERYORE

ECOFYS

g shfE ke
Specific energy consumption

SEC ::-fgl
P

SEC = specific energy consumption (5
€ = energy consumption by the sector
EER 10 0 p 23651
P = production by the sector
TPk L35 ht
->-Yonly suitable for homogeneous plants! FifJIIHRTS"

ECOFYS

BRI A R

Key elements in monitoring (of VA)
0k i

PR et FoE S N (e TU PN VR N RV 54 - SVRy

Clear and transparent monitoring guidehnes

- Guidehnes should give firms an overview of what needs to be
repogted, when it should be reported, how it should be reported and
to whom.

ol
I ATCS S

Independent veri |catl6ﬁ
- An independent party should verify the submitted information and
guard the monitoring procedures.

—— 1A i
Periodical independent evaluation.

~ From time-to-time the effectiveness and efficiency of VA should be
evaluated

ECOFYS

o DALl Bl
How to convert to primary energy?
; ; e
hat to do with the use of energy for non-energy purposes?

o Al B A

How to take into account cogeneration?
o Lo Bk IR R RSB NT

What to do with renewable energy inputs
o Bl b IR AT N

What to do with waste energy inputs?

SURMISSIOHI A SUSTAIDANIE ERERGY SUNSIY 1OR EVERVONY




ECOFYS

07 P S L
Specific energy consumption

SEC _E
P

= specific energy consumption JLfii* AhiEEE
= energy consumption by the sector
(IR A1 F T eI
P = production by the sector
[IR T AT B
-->only suitable for homogeneous plants! YUS)I%C™

PPLY FOB FVERVONL

ECOFYS

AR AN, (EEL: Aggregated energy efficiency index

EEI =100

= encrgy efficiency index BRI

= pumber of products to be aggregated il EX{TIRM% M FP &

= actual SEC-value for product i bt

= best practice SEC-vatue for producti ™ hiff1ist {1 SEC{f(

= production quantity for product i i

= total actual energy consumption for all products 37 1178 (RIEFEE ht

= total reference energy consumption for all products {7 A NIEFREH A AL

NERGY SULELY InR INIRYONL

ECOFYS

AIRBAY R A BT
Specific energy consumption in ammonia production

B

SEC (GJ1 NH3)
'R

» 3

;Iﬂ--ﬂ{ﬂ=—"- -

TR Sy AT ECO FYé

KRGS Energy efficiency index cement

b. Cement Energy Efficlency index

F 200

5

§ 1o — [
] \_\‘—\-—‘_

g 10 U

§ o AR

g 120 — “;;_,___.%’é\
“é 100

8

H .

ECOFYS

ARYE T FH B AL HEFE

Specific energy consumption for cement production

b. v in coment

~

primary snergy intensity (GJpA comare)
I

1085 1990 1995

ECOFYS

1. #52  Example 1: The Netherlands

LY L LTAY
Industrial Long Term Agreements (LTA) on energy efficiency

A @

agreement on improvement of process energy efficiency but also on
energy care, renewable energy and energy efficient product design




ECOFYS

Monitoring Protocol

Most important items:

Orgamzahon of the monitoring process
af RS TIE
Formats for monitori

Energy Efficiency Index (EEI)

Renewable Energy Index (REI)

Energy-efficient Product development
index (EPI)

PAY FOR FVIRYONE

I ECOFYS

ftWdEs  Energy Efficiency Index (EEI)

qig
Annual monitoring requirements:
Eio) total energy use (E,.,)
I W (P production per product (P;)
RN
To be determmed initially:
o e STE I reference value for SEC per product (SEC; )

LUR RMISSION. A SUSTAIRANGE CNEQCY SUDPIY 100 EVERYONT

ECOFYS
BT ENAR

Organization of the monitoring process
[ Duich Parfament ]

corresponding CO-emissions reduction

[ indepandent Expert ]

(Aol progress:

- sxacution Energy Sevings Plan,

- implamentation eoergy care system,

- chanoe in process energy sfficlency snd
corresponding CO-emissions

fiVertfication of daia on base
{of Protacol Monlloring and
Enargy care

ECOFYS

Sl 5 I E SR
Monitoring requirements for firms

8 dkn [ER RN
Annually_ (before Aprii, 1) firms must submit a monitoring repart
to lndependent Expert (Movem) that includes:

N il
progress on the implementation of an energy care system
RN
realized energy efficiency
 CO, et
avoided CO,-enussions

ECOFYS

5£ X Definition Energy Use

RS AR A 3 IR Y
Energy use is the total net energy supply to the firm minus the non-
energetic use.

BEAACHER i A TR 1L S LIS LR, The
non-energetic use of energy carriers means energy which is absorbad in
the product and in principle can be released again.

ECOFYS

Energy data
Changes in production volume
Total results




urchased slecticity tolal kWh 0.00E-03)]
wn uze of ranewable slectriclty from participotion kWh ©.00E-03)|
wn ganerated renewable siecticity (excluding biotush)  [kwh 0.00E-03
upphied slectricity total’ o third parties kWh 9.00E-03
avonue sloctricity totsl' to grid kW h 9.00E-03]

Nstio use slectricil

IATURAL GAS

fPurchased natural gas INm3 3.17E-02]
[Supplied naturat gas (1o third parties) Nm3 3A7E02]C
N

EAT

[Purchosed heat tota!” Gy 149
[own use of renewsbie heat trom participation * GJ ER}!
Jown generated renowable hoat (exchuiding biafuels) GJ 131
Supplied heat total’ to third parties GJ 149

Natio use remaining fues|GJ

Yol = and from CHP outaide own instafiation
This i including natural gas for CHP when CHP belonga to own instaliation,
ind sxciuding natural gas for CHP when CHP is outsido own instatiotion

Participation: for instanca participation jo cooperative wind park

Enorgy dala

Unh Energy cantenl Year R ECO FYS

~ 1GIR AR
1998 2000 2001

The Independenl E\rpert (Novem) is appointed and fmanced through
several Ministries.

EAFH RO L LT
Novem verifies whether the monitoring reports are in accordance with the
Protocol (weak verification)

o g R TR RS L el ] BT i s g HI L
Novem does nol validate the information in the monitoring reports, by
checking the information with independent staustics or performing site
viSits

o BEEhE b b AR i e AL KT RTINS i
8
Annually Novem provides aggregated information to branch
organizations, local, regional authorities and Ministries

ECOFYS

BIEREL Correction factors

i SR L E A okt R RS £
Externat factors may cause such effects on the energy use that an
EE! no longer reflects the measures that were implemented by t
firms
i Ry EAE:
In the Netherlands, corrections may be used when:
- PN, B gk
Increase of energy use due to measures that are necessary because
of environmental, health and safety regulations
it 1 rlis Ikt I 4
anges in raw materials, product speufucanonsl production capacity
utilisation rate
- EMEIL
Changes in weather

ECOFYS

2. WAFT Example 2: Australia

© 1995 7] 40 A
Greenhouse Challenge, launched in 1995

TR
i )\*m-‘i"/‘u’x& LH
The Commonweaith and industry will work together to put in place
cost-effective, flexible, voluntary measures that wili constitute
credible commitments to significant greenhouse gas reductions
through improvements in energy and process efficiency on a
continuing basis and by enhancing greenhouse gas sinks.

i €y AT T ECO FYW§

EIEREPHAE
Problems with correction factors

o i {ZiE RS o E el iR Yarsn
In the Netherlands correction factors always worked one way (it
decreased the EEI)

SR Y T 57 ieF]

Whether correction factors will be used should be clear in advance

ECOFYS

pu b HEEA

Organization of the monitoring process

[AGG appomnis program manager,
verifiars are sulected by competitive process

traats. Inlom\-llon 83 commarcial in confident, with the exception ol

Austrialian Gresnhouse Office (AGQ)

nis (pubiished on wabsite AGO)]

[Annual Progiess Reports:

- deteils of thei emiasions ventory,

easurement of smissions intensity based on e key
performance indicstor (KPI).

- a0y chenges 10 the organisstions struclurs

Al relevant documents
[avuitabile for cxndom
independent verification.

Firms — e




ECOFYS

PRI AIRYIAR =0
Monitoring requirement for firms

Annually firms have to submnt a monitoring report to the Australian
Greenhouse Office (AGO)

Momtonng report should include:
~JIEREA Y
details of emlsSlOnS inventory

Lit. ‘aiton CO,fton product
a 'measutement of emissons intens y on a Key Perlormance Indicatos
{KP1). e.g. ton CO.fton product
N

A public statement which will be published on the Australian Greenhouse
Office {AGQ) web site.

- ECOFYS

Fh
Independent verification (3)

|ha( lhe rmis had to supply to the verifiers were
B
a copy of the M embars Cﬂo;;'eilahve Agveemen( and most recent monitoring

Uikl K 14
methods used !ov emissions calculations, meluding emission factors,” oqualiuus
i the source of factors and equations;

m’ethotds usor)irfor ‘abatement calcutations;
b0 Le, Sl Bing Ll i
relevant documents databases and calrulaiion spreadsheets
diiw s ok YR B TS M
The veuiiers paid a single and sometlmes mote site visits. The selection of the
number and lacation of the sites to be verified was determined after consideration of
the size of Member's inventories. structure, and the associated costs of verification.

BELY 10R LYERYONT

ECOFYS

ChS L g &AL O
Firms ihai have joined the Greenhouse Chatlenge have to make
relevant documents available for random independent verification
1999 1:10 771y Det Norshe Veritas (ONV)it
ffe 20029720 i A R 2y G(SMEC) T

In October 1989 the Australian Greenhouse Office engaged Det Norske
Veritas (DNV) to manage the first round of independent verifications of
the submitted monitoring reports. Snowy Mountains Engineering
Corparation (SMEC) managed the second round of independent
verifications. in February 2002

ECOFYS

Example 5: Emissions Trading Scheme

in the EU

e W 120055 T ]I Ll T S s SN
In 2005 the European Union will start with greenhouse gas
emissions trading for large industry firms and electricity
production companies

o R NI RUL LN RO R B &y FUR I H
Monitoring of the greenhouse gas emissions is a crucial element of
this emissrons trading scheme

LTS

The European Commission has supplied monitoring guidelines
(developed by Ecofys, making use of existing protocols)

ECOFYS

WLEEE (2)
Independent verification (2)

A pane! of mdependent 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.

The VeﬂflCBllOn process involved checking data, reviewing the systems
used to generate the data, and providing guidance with respect to
imp vemenis 10 data and reporting systems

EREE IR AT s
The venfication guidelines ensure that verifications are consistent
across industry sectors.

ECOEX§
BN
The monitoring protocol

o Al { SRR,
Dl 67 LY

Firms have to submit a monitoring protocol to the
national emission authority. These protocols describe
how emissions will be measured and how this will be
laid down in the administration of the companies. The
monitoring protocols have to be validated by the
emission authority.

oEly SOR EYEPYDHE




o ECOFYS

b4 1814 1) measurement of
issions actors and oxidation /

ECOFYS

DUR MISSIAN: A

ECOFYS

Tier applied

Activitydata

Emission
factor

Oxidation
factor

Total
emissions |tCO,

ECOFYS

Reserve slides

ECOFYS

Recommendations

ik
Develop monitoring guidelines in advance
~ WA 2 fg e how to disaggregate production
— WA i how to measure energy use

ECOFYS

¥kl /KR Clinker/cement ratio

Clinker to cement production ratio
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Production: 200.1: [t
Enetdy2001: (T3]
|Efprod 2003 16 IR0

145

3,33
Sum dE of Aand B = s,agl

E is change productmix = -0.6

ECOFYS

CESTF TN CONVIISION |00, (TONGES)
ANTS)

Energy and

€O, data

el gite

ey I

e ECOFYS

108 2000 2001
(5 A

ol R G R M ¢
= Table
-for total
results

LRV oY

ECOFYS
#Hs R ——HIZCO, BT

Format CO, emission abatement

Rem 3. MAJOR GREENIIOUSE GAS FMISSION ABATEMENT INITIATIVES
ACIION ‘COMMLETION DATE ACTUAL ANNUAL
Q0 SAVINGS
s sy <

ECOFYS

Independent Evaluation

i~ CLTA L # UHRTI997 M AT (&
In 1997 the effectiveness and efficiency of LTA 1 were independently evaluated
im L LTA 23 45 120040 vt i FIRY 245
TA 2 vill be evaluated in 2004 and thi aluation will among others include:
N HIC02 Al HhiF9td
n of the LTA on eneryy efficiency improvement and CQ, emission

- % y )\
Quality of delivered work of Independent Expert
B8, Y
Workability of used Protocols
LTAS B %

Desirability of continuation of the LTA

ECOFYS

Fl A —— BT LT

Formats impact and key indicators

Bem 4. OTHER MAIN FACTORS INFLUENCING EMSSIONS LEVELS
FACIOR DETALLS
Busincss Activity
Measurcment Methadobgy
Other
[Rems.  KiYFERFORMANGE NDICATORS 1
Toanes of CO.¢ Total unkts of KPlIvolue Lastreported KP1 | KPIvariance|
(Nct Fmissions- as mensure (Nct cmissbns/units {#vc or-ve)|
ndicated o hem 2) ofmcasurc)
QUB MISSIOH: X SUSTAINZR(E EHERDY Spovly SOREVERYONE




— ECOFYS

{#2:
s T URT SN . 9%
Declaration of the German Industry on Global Warming Prevention {DGWP)

L 4119964 L4

The DGWP of 1996 expresses the industry’s wullmgm.ss to undertake
extraordinary efforts on a voluntary basis in order to achieve a reduction of
20% of the total industry’s speclfic energy consumption and/or specific CQO,-
emissions until the year 2005 (base yzar 1990). Under the umbrella
declaration, the participating branch associations published their own
declarations with branch specific targets.

ECOFYS

Role of the Branch organisation and
the Independent Expert

B
The branch associations provide an annual monitoring reports to
an Independent Expert, the Rheinisch-Westfalische Institute fur
ertschaftsforschung (RWI Essen)

ST LTI i AL

The RWI was entrusted to carry out the first two annual sector-
by-sector menitoring reports on the base of monitoring reports
provided by the branch associations and official statistics

§ S R 1 Ve, EcoFYé

IREI TR AL
Organization of the monitoring process

o fEATEUAER, I = L HIL &

Less structured than for instance the Netherfands: no
protocols/guidelines, no formats at firm level available

B £CO F.Yé

Independent Expert (RWI)

o RWIRL I » AR S YR o ) |4
The self-reported data by branch organizations are as far as
possuble checked with official stanstncs by the Rwi

o LEO OB R A Lt P
Indepen ent data collections and vahdatnon of data on the firm
level does

CETE N RETE) I-#efr.
Quality of the information reported by the sectors is insufficient,
not complete and not transparent

« RWIF REE ]
Methodology used by RWI to determme efﬁcuency improvements
was to simple and did e.g. not take into account fluctuations in
capacity utilization

PRLY PR EYERYONE

ECOFYS

5 il 0 M 3
Monitoring requirement for firms

FAE L S05T % MU LN o
Annually, firms must fill in the survey which is been
sent around by bra organization
DU ) HANEN 1
Firms must provide information on the absolute and
specific energy consumption

ECOFYS
a. HE
Example 4: United Kingdom (UK)

20 AL FRTIHAS ] FRdiif fit
Both absolute and relative targets possible

PG LR I AT Y s
Connected to the UK emission trading system

DPIY IO EVERYONE
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Annex 9.8.5

*F# 2% RMIMIDDELBURG #i&/ ¥ 8t THEN B
ENERGY SAVINGS

RMI MIDDELBURG
THE NETHERLANDS

1989 - 2001
ir G HENDERIECKX
GIETECH BV

MARCH 30, 2004

RIM1T5) ACTIONS

¥EHEE GOOD HOUSEKEEPING

SEMME  LOW EFFECT
4R (W% SHORT TERM (IMMEDIATELY)

£FELERE PROCESS CONTROL

PHMHR  MEDIUM EFFECT
S48 (245) MEDIUM TERM (2 YEARS)

E3d73 INVESTMENTS

R HIGH EFFECT
¥4 (4%) LONG TERM (4 YEARS)

il AGREEMENT

BUR 5% a1

FROM GOVERNMENT WITH FOUNDRY INDUSTRY
19954 YEAR OF 1995

BRFERHERTS DECREASE OF ENERGY:

BAGIEIT L2000 MR FE L 1989FRET 16%

16 % 1989 COMPARED TO 2000

TOTAL FOUNDRY INDUSTRY
HPFABHTHRRENANTAG SR M0RK
Except Energy For Envir 1 Equi
2HHBEINE COMPENSATION FOR OUTSIDE TEMPERATURE

[+ Workers Security

£ m INFLUENCES

BEFEREATLLT R T8

Energy consumption increases with

1. [ 58 T Scrap & Rework #iN#E Increasing Rate

2. &A%% type Of Material
K. . & Grey Iron, Ductile Iron, Steel

3. BRAF Quality Level  FRKT#E Increasing Level
4. B R+t Size Of Castings R Decreasing Weight
5. L{Efi#f Work Load ARNTE Decreasing Load

6. Hircé New Products HRfim Increasing Amount

i MERE
ENERGY CONSUMPTION OF FOUNDRY

f o PRODUCTION

ik MELTING
#4bE  HEAT TREATMENT
#WEZS COMPRESSED AIR
RE OTHERS

a5 NON CONFORM PRODUCTS
ET REWORK
REEF  SCRAP

5B EVALUATION PROGRAM

{£A ADVANTAGE

G 2 A U R AR RS

FOUNDRIES SHARE KNOWLEDGE AND KNOW HOW
MR EFFECT IS BALANCED
FTFBAFRE EASY CONTROL FOR GOVERNMENT
FEFadify EASY REPORTING FOR FOUNDRIES

R/ DESADVANTAGE
#BTHARESA COVERS BAD PERFORMANCE

B ST L2 @G
CONFIDANCE BETWEEN GOVERNMENT AND INDUSTRY
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R{zAEEE ENERGY PER TONNE 15,9 MJ / TONNE
2 2RYH{H AVERAGE NETHERLANDS 17,0 MJ / TONNE

{2 INVESTMENTS

1992 WKW % MELTING EQUIPMENT

1997 EKEPH COMPRESSED AIR

2000 MPHiES5RP SAND TRANSPORT AND MIXERS
$FI/E 8 E GOOD HOUSEKEEPING 471995 FROM 1995
IE8H PROCESS CONTROL 4 F1997 FROM 1997
Fr=dh NEW PRODUCTS 1994 1997 2000
BRAKFE  QUALITY LEVEL
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ENERGY SAVINGS
RMI MIDDELBURG
1989 - 2001

ANNEX 9.8.6

ENERGY SAVINGS

1. Agreement

The government from the Netherlands did make an agreement with the foundry industry to
target for a 16 % energy decrease in the year of 2000, compared to the reference year of 1989.

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 “EEI".
The energy consumption for all the participating foundries was 17,0 MJ / tonne and 15,9 for
the foundry RMI Middelburg.
It was 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
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ENERGY SAVINGS
RMI MIDDELBURG
1989 - 2001

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.

3. Actions

There are three types of actions, each of them has other results.

Good Housekeeping

If every employee in the company is looking for wasting energy like lights, running
compressors, filters..., and some energy savings will be obtained.

This is possible on very short term (immediately), but the result is low but constant
and has no cost.

Process control

The foundry must know its process and control it. This will avoid extra work and
especially scrap.

This can be done on medium term (2 years) and will have a medium result, depending
on the current amount of rework and scrap.

Investments

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.

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.

Ir G Henderieckx GIETECH BV March 30, 2004 2



ENERGY SAVINGS
RMI MIDDELBURG
1989 —- 2001

4. Influences

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.

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.

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.

A small and complicated casting will need much more energy per tonne than a large and
simple casting.

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.

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.

Ir G Henderieckx GIETECH BV March 30, 2004 3
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ENERGY SAVINGS
RMI MIDDELBURG
1989 — 2001

5. Particular case: RMI Middelburg

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 %.

From 1995 on, good housekeeping was introduced and resulted in a decrease of the energy
consumption.

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.

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.

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.

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
%.

6. Conclusion

It is a very good exercise for the foundry to be faced with a voluntary target, which should be
obtained for the honour of the industry.

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.

Ir G Henderieckx GIETECH BV  March 30, 2004 4
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China Sustainable Energy Program
The Energy Foundation

ATHERGT B 1R WY AT B

Policy and Legislation Recommendations for Energy Saving
and Pollution Reduction Cooperative Agreements

Xuej nWang
HPEN
College of Environmentat Suences Peking University
2004.3

Development of Energy and Environmental Policies
R ME S BURAY R R

Mandatory Market Based Coopérative |

Regulation- Instruments ~Actions .

E Resarch L0

Inforeation

&
Types of policy |nstrumems to address greenhouse gas emissions in
industry and how often they are used

Source: OECD, 2003

Policy and Legislation Framework
B AR

The existing legal and policy framewark has provided a good
foundation for energy saving practices in China.

TRTHEEP MXCLE SO0 DI - 0y

In the last six years, ECL has played a very important role in
promoung energy savmg for Chlna S mduslry sector
[ L i ¢ (SR T

The adoption of Cleaner Production Promotion Law provides new
mechamsms for energy saving.

Cooperative Agreements on Energy Saving (CAs)
g &R

CA is a new policy mechanism in which enterprises can reach
agreements with government authorittes or institutions authorized
by the government. and promise voluntarily to reach certain targets
for energy saving in a given period of time, In return, the
government authorities provide incentive measures, regulatory
relief, or publicize the performance of the enterprises, in order to
stimulate the involvement of enterprises in the voluntary programs.

S
AREPR

Cooperative Agreements on Energy Saving (CAs)
WhEE 1YL

The relevant government authorities should assume certain
responsibilities according to the agreements.

TN FON BLEIW A S T IS0y g (T,
The government should supervise the performance of the
enterprises involved in the CA programs
it Wi f ki A
The government needs to provide incentives for the enterprises
g Tt
CAs are commonly enforced in conjunction with other “non-
voluntary” regulations and policies.
iz A LT TRk )




Cooperative Agreements on Energy Saving (CAs)
i

Compared with mandatory measures, CAs can provide enterprises
with a dynamic and flexible mechanism

T G 2y
CAs can promote the transformation of industrial environmental
management from end-of-pipe treatment to cleaner production
il T ok 3Ky
CAs can increase communications and confidence between
government and enterprises, and between enterprises and the public
e OTF 0 o2 i & Sl T
They can help to reduce administrative and enforcement costs

PR ELbI e T 1T R TR

Procedures and Measures for the Promotion of
Cooperative Agreements

HEHA MM R (B TR TS T

Pitot study on CAs

SR SUIFEE AT LN

Establishment of CAs policy system at both central and locat levels
Aol G P LA S EOR

Create management, monitoring and evaluation systems for CAs at
both central and local levels

i RS NS (A

Formutation of “Implementation Method for Energy Saving and
Pollution Reduction Cooperative Agreements”

it PG RU NS T A

Policy Framework at the Central Level
REL iR B

Regutations GovsmmentIncomves  Pubhe Pamcipatien
SEMATREN BERA FRARES

Anara Publc Partic.pation

RELmMUA AR
" .

Trcoing o

B ERRE

Intasmatios Dactasure

fi-f-t4-4

Bactar Requisvon

BBrHR &AL

l

v
Standard

R
Fund lor R tearen

Barm and Quota
R LIRS

Policy Framework at the Local Level

Pl =

Hark el Basest Teats

T3 N R N TR 1 R 235 A P AU I N SR
Incentives: Award, information disclosure and technology
assistances

HLPLT T
2z

R AR N D MR L THE T AL A P S
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Incentives: Exemption and reduction of pollution levy

e

WIGhTL LY IR o HpE By
|ncentlves Preferenha\ treatment in total load control and
permit system

B

FEWL o R
FA e il

TR v R MR A T s e

DR M S UG ST AY S
Incentives: Joint application of CAs, label and verification
system

o s
INIE. RriE T Sl

FUATRRE AL

A58, LAMA
3. H . de HREAATEG T
O EIRNIT i L 4 L i

WOhT ez v B
Incentives: Taxation

e f e 6t Ghit,
F12003 111

BRI -G e Al tg e, T
Incentives: Reduction of inspection, audition, evaluation, etc.
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P RATA Ik BARBURI
Designing an Energy-Efficiency Voluntary
Agreement Policy for Chma

annex 9.8.8 Chi 1 -
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Energy Efficiency Voluntary Agreement Pilot Project in e to improve o walty
Intain Vol
Shandong Province !nﬁumommmnwmmummof
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Energy Analysis Department
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China industrial Energy Efﬁcnency Policies Project

o GUA B ATElHSAL I F R R LBIM0EROR, HAGRE
20 RANRL 03K i
Project goal: develop a policy fi rk and iated impl tting
regulations requlred to establish a comprehensive mdusmal sector energy
efficiency policy in China under changing market conditions

P2 NG Tk AT k80K
Extensive review of intemational industrial sector policies
— IERUEFAE/BIW Regulation/Standards/Taxation
- YMUE £ Agreements/Targets
— {8 44/360E Reporting/Benchmarking
— W3/t Audits/Assessments
~ fiT %4 21737 Information Dissemination and Demonstration

China Industrial Energy Efficiency Policies Project

S . [P ——

o BURGWMSHIR & AT LUF A7 T i
For each sector, the Policy Review Team evaluated:
- 4i(E# /1 Energy efficiency potential
— KB EIT Number of large enterprises
— i HCR MU Technical knowledge of energy efficiency
— k. a8l v e
Sector strength: orgamzauon management, associations

- Jtfadidt: MA¥Ye, 1iKF Other benefits: reducing pollution,
saving water, etc.

= MAWTORHTSLIE4r 111 55 %4 Implications vis-a-vis WTO
competition

Palicy Review Team chase fron asid Steel sector for pllot
B A PR ol At A

b B T SRS R
China Industrial Energy Efficiency Policies Project

o JENRATARBOR I RRGF A £

International workshop on industrial sector policies
oA ¢ il

PRI R AN V5 SN i AP B o QW R
Establishment of a Policy Review Team:

Experts from former Ministries, Tsinghua University, Energy Research
Insntule and Beijing Energy Effi iciency Center

T IR 1 R A
Policy Review Team chose Voluntary Agreemenrs as the Pilot Policy

oh (8 Tk GEBURM E
China Industrial Energy Efficiency Policies Project

SO ALEAN T S R HIX mgﬂ
Policy Review Team evaluated 5 potential locations

~ s Ao T0WR. AL BIE

Shandong, Shanghai, Jiangsu, Liaoning, Hebei

O REA M BEAF 1 LU R 500 i 42
For each location, the Policy Review Team assessed:

- I T B R A MAC 5L Local EC Law implementing regulations
WEMBURYE: Active in energy conservation
P70 2k Number of industrial enterprises in the steel sector
MR EST L2 TIEMC Presence of an energy management company
M7 Presence of an energy conservation center

Policy Review Team chose Shandong Province for pilot ¥ 4Ti#
ﬁf ] 1‘1’! li% #E




# 4 Jigang

i Saoed e

« it ’-19584): Built in 1958

* EPEEH3TI T Produces 3.0 million

tons stee! per year

« RRE111 597 77 £xLocated near capital of

Shandong Province

* SR T'THRAINREXT Benofits from a

close relationship with the
Provincial government

=] R 5875}
Voluntary Agreements: Key Elements

L e Ve S RS T

o Wtieis ) is *Assessment of energy-efficiency
potential
* il B RFEBOR A T6 F *Establishment of supporting

fici d
. IRRERE: el R policies and programs

e «Target-setting: long-term targets
» AEPHLAF

“Voluntary Agreement contract
o SRR +Implementation plan
« SRR B S

*Annual supervision and evaluation

« i2-F1970%F Built in 1970
« 4414250770 Produces 2.5 million
tons steel per year
o i RAIEM T BN T MR
FRARAT D UER S 47 RO (iR Y B P L
P 24 ¥T Modem management style
used to obtain capital from Asian
Development Bank and World-Bank

d Energy M Center
rgy-efficiency investments

for ene:

BEHBEX
Voluntary Agreements: Definition
............. AN

ceareed]

BRI SERMANDR, —HRh USRS RNKMVREE, FRNEIN
HFBSHRER.
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
o BEPEMHGIRITENIFER DR
Signed, negotiated agreement with specific targeta
o KAR GOR NS0
Long-term outlook {typically 5-10 years)
o BUAMRIHEBIR ML S AT 1R
Government supporting policies assist enterprises in reaching targets
B EEARENFNL R
Inctudes an implamentation plan for reaching the targets
RN EBH R M TR
Inctudes annual monitoring of progress toward the targets

IR AR B SR A R
Shandong Enterprise Energy Efficiency Voluntary
Agreement Pilot Plan

200344 J124 1, WREAZITHM. FHBHT (1Y
Voluntary agreements between Shandong Economic and Trade
Commission and Laigang and Jigang were signed on April 24, 2003

WAL T 20054F45 (1 1 45

Targets are set for 2005

FETBIRILT TR AW E QUIEOHU Pl SNSRI AT
Shandong ETC established a Shandong Enterprise Energy Efficiency
Voluntary Agreement Leadership Group which is responsible for
organizing and directing the work of the pilot program

LT IRl (e G IS B U B S5 i

Shandong Enterprise Energy Efficiency Voluntary Agreement Monitoring
and Auditing Group was established

urms

B E AT
Voluntary Agreements: Philosophy
- RS RTHNTECSdN
C d-control h is out-dated
- AB VBN B RIBRE KR
i an isti b ip batween and industry

- B IR MG Tt K UHRITIL R M
government dictates specific actions that may be difficult for some industries
- AR AH G
Voluntary hisi
- B AT LB T AR
establishes a positive working retationship batween government and industry
- LR RGBTt B
work toward mutuat goals such as anergy savings or pollution prevention
< WRDIRA, LTREE
reduces costs, increases flexibility




RAvITRERE SIS
Assessment of Enterprise
ncy Potential

[ A L NU I XEXE NN

o FEUL R T B 2 UT M IE (R RGN EUR EFTSL

AT fiE# A4
Assessment of Enterprise
Energy-Efficiency Potential

450
Determine current annual energy consumption and energy intensity by 0
process step j=
300
o ANPERRN A T 1R B SR T R R CARUE AL AE F oo
k3
Benchmark energy intensity to "best-practice” iron and steel S z
production E
. = g g - I " L L-d -4 - -- - - - - -
o FSTOR R ER ARG — Ao Y L A AN 2 I SR M 2 ‘:
Calculate the energy efficiency index to measure the difference OOk bk S Rl ccuu-u Hareta  ToalPul
between the enterprise and the “best practice” plant
AR DI bV RERE G
Assessment of Enterprise Assessment of Enterprise Energy-Efficiency Potential
s SR T
e | arournn | ommrvonmme | o | exma coums
A wernar o | i g | 100 T v
E o e s e
t e T -
— —; 1)
Aot
—— = =
= o) ¥
= —t—m— r—-=
= 1w ot a3
= T £
i e ==
— & ; ::*-——E
o T
: ‘_'g‘ |. 32 E
e e e
RATEG IR
BB (EED Assessment of Enterprise
Aggregated Energy Efficiency Index (EEI)
R ot EapLs s et T T WA = = B
DBEl, E
EEI:]OO\V 'l'-l =100. ~ tot ‘50{_ ......
77
ZE'EII,B ZE'EII,B g 0f - - - - - - - T U
=1 inl RIS R, by e o e e e e e e e e e e o
Je Ezso rrr------ B R e - =--=---
1 = fEAE (100%) ot F}----- R I GEEGU: s TN [ (R oy O
N =BG e R . [ I S O R O e
EL = SUATFMARRE (ED [ =
3 IR (ED KN 2 o0, SestPractice
Pi = BMIRMEN 04 - - - - 4 R I I -
Vror = F{ISEH TR MM B0 e °

+ energy efficicncy index

. + number of process sicps to be apgregated

1L + actual cncrgy intensity (E1) of process sicp i

ELB + benchmark encrgy intensity (1) of process sicp i

Pi + production quanlity for process sicp &

Yot + Wial actus encrgy consumption for all procoss sieps

Coking  Jonmaiing  Slestmating:  Rebnng  Comtuowa  HotRodng  TowiPen
80F Cestirg




SREFEBUE S T 1
Supporting Policies and Programs

O U P A PRy "m
Rt ﬁ

B 7scrangli] — MR A
Financial assistance Preference for contracts

R (D —IBUHE &5 2 AR AR
— 47 IR BEEL Government and public
Targeted tax reductions recognition
~ Nk R R —E AT LG
. Open information access and
Enterprise self- information dissemination
monitoring

A

Streamlined regulation

HFRL
Target-Setting

o KM B — MR LT B H G
Key is to set ambitious, yet realistic targets
o R TRERA R
Must be more than business-as-usual
SFF AR
Better than past trends

BRFEBOREME: WHRE
Supporting Policies and Programs:

Shandong Province .
T, AN oren
MHRENRAFHRMRALK, URKR A
nawm A mtsamuwmmmmmm

of by th A\} Ly "-yv.g---v
vmual varanteo compan for loans and other Yy ﬁ ) ﬁ ™
Fnam:xa agtmhes required Y] b!a?vgrgy-eﬂime:cy ,‘ 4 m’D T‘;
projects at the pilot enterprises: & (5}‘

EEA R TR e
mxﬂﬁﬁﬁwj‘““@m“ﬁaﬁﬁﬁﬂcﬁxmﬁamd il
contributions ihepxlolen(erpnses

HS_L'MWLN. }Ju(r’i{e!k&‘éﬂlﬂll\ﬂ&,m &A TEFRRILR LT %

adiary organizations o the pilot enterprises with
ices.

po , technical, managemenl and olher advnce and servi

LRI B A ek R R ) 1 Vg:‘r‘;r;vya‘lnulaggn exempt

lhepotenterpnsea m monitoring of es

HERmEA?
What kind of targets are there?

s v .‘:':}
==

JUA 47 Specific targets
HI%ftY Relative
Hit (Y Absolute
4k Benchmarks
#1874 [1 4% Absolute targets
#x} (M e Absolute energy use
#%$CO K Absolute CO,-emissions
£33 1147 Economic targets

FOE (W omi
ost-effectiveness targets (social perspective)

BREICLER CRENRANIE)
Profitability targets (business point-of-view)

BAFEBOREME: WHEE
Supporting Policies and Programs:
Requested from Natuonal Government

B

®I 1YII§YEE,}£$§'JM{&J&. mnswumrmmﬂ(m Wi RIHEANBOL Gy )
nergy-consesvatiol ene:

[ banefits reatized through energy-
conservation projects, and in n s stilization policy,

and propose for policies to energy
conservation.

Xhﬁ}x’.iﬂﬂﬁ.mﬂ(ﬁ'n’tﬂ ﬂ‘lu‘l’\ka. R AL FFIUH (] 968 Give priority suppoﬂ to
by the that fulfill the criteria set by national

pter
preferential policies.

kg (Lﬂ‘z EXOTIN. GEKIM G, L0FL DA AT S l&!ﬂlﬂ‘ﬁﬁllﬂ e
fﬂmmﬂﬁﬂ !&{ZJUUE(J%&W)‘! ] %{y)& Gragla portion of ru-mh and
develo or p

results in enargz!and vesoume conservation and comprehensive unlxzauon short payhack
times, and outslanding emnoml::nd social benefits, to support enterprises to cary out

By vation a

LESESHAR . RAABIA i Give priority to the pilot enterprises when
bnnglng in foreign investment capital,

Brrdid "l‘fﬂlﬁﬂlﬂlﬂmmﬁl"{t&'n‘) 27T 4 Award pilot enterprises the
honorable of “China £ Energy-Effici A Pilot Enterprise”,

W g4 (kAT 68 B AT AR AT R
Shandong Enterprise Energy Efficiency Voluntary
A Pil Plan

2000 2005 ﬁh‘éﬂ () "E;;‘Lﬂ
Conservation
Rato

R Jigang
Mg~ 4k (L FEComprehensive 813 735 -2.0% per yeer
energy intensity (kgce/t)
Mpiiedh e e 730 660 ~2.0% pef year
Comparable energy intensity
(kgcent)
4 Laigang
WAL S REE 872 715 -3.9% per year
Comprehensive anergy
intensity (kgcest)
AL SR 707 655 -1.5% per yoar
Comparable energy intensity
{kgeest)




R4 B IR PR SR F 20054F A #x
Shandong Province Pilot VA Targets
2005

M e TR B s

SoHi-2)
Implementation Plan

© ERHEE

740 Implementation Plan includes:
E -~ NSRBI HNR
720 description of the enterprise with respect to energy
= B84 ARt e iR it
[ g 700 description of the energy-efficiency measures considered
2 @ = IRIT O R R
:" E 680 {-[—— Jigang BAU de?criptioh of the plarlned energy-efficiency measures
s 8 - - - Jigang VA -~ JERGORR HE M R HESY
660 - - |——Laigang BAY| - o timeframe for implementation of the energy-efficiency
- - - Loigang VA measures
[ 640 v B 2 elid ¢4P N
2000 2005 expected results in terms of energy efficiency
B &R B STE
Voluntary Agreement Contract Supervision and Evaluation
| ity L i o L LT LT ;"'"'\'l
o mhRE 2R Signed by the parties to the agreement o KOENE. B T BLEI 0/ LR A 91 T B 7 1T 4G
-y - B Team comprised of representatives from enterprise, government, and
enterprises government other organizations responsible for supervision and evaluation
o il I W B
- AFKHAE Contract covers Annual Supervision Reports prepared by enterprises
- U}i)‘(&')jff{ﬂf& ! o PTERMANCY (IR
responalbmtles_or the parties to the agreement Modifications to the Energy Conservation Plan if needed
- EMAR RS o SEETAS
project energy conservation targets “
_ HAREE Annual evaluations
project schedule o IEG
Finat evatuation

- WP RRENY
i and verificati d

e B B NE TR

Voluntary Agreement Signing Ceremony

BRI S
Supervision and Evaluation

o BTG QR
Annual supervision report includes:
— SR LU SR B FE L
annual production and energy consumption by process
~ SBLEL BRI L RIVEN
assessment of progress toward target
— MEUEATER A7 84 B ALK
energy management measures and their effects
— TERAERGT A R AE Bk
energy-efficiency improvement projects and their effects
= JAL NSRBI T 1
other projects that have led to energy-efficiency improvements
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Effectiveness of Voluntary Agreement Programs

PR PRETTI AN = . N A N - R

= M AEH U BER
Review of 7 VA programs
- 50% (¥ TF WL 04 IR BTG F5 R FESSY-1 1A - RS B LI

50% of observed energy-efficiency improvement or emissions
reductions was due to the VAs

= JUL 0 BRI S 65 T”Pﬂfr‘h&ﬂh lithhds, BERYH
x4 lligdﬁ&ﬁfﬂfl‘m BURMNE S 2 KA U RS

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

PEM AN B S ER
Other Voluntary Agreement Projects in China

o BRI VTAFYEERYL: (B DN B b L R BN | Tl Chiina Iron and
Steel Association: Feasibility Study: Use of Energy Conservation Voluntary
Agreements in the Chinese Steel Industry

PIMERDEG L P INEREEACRS AL rﬂlx SR R ILL AR Ay A B I Ao e |

China State E: P A (SEPA) Chma Environmental
Friendly Facility (CEFF) for p hemical hermical sectors in five pilot
provinces

o ASAMENLE CFING B4 R 2 M (1 LR BT L Qingdao City voluntary energy
15 ises and the city’s economic commission:

- Tsquao Haier Group, Huangdao Power Plant, Tsingdao Huanghai Rubber Group, Ltd.,
Jimo Cogeneration Pawer Piant, Tsingdao Haijing Chemical Group, Ltd., Tsingdac Kalyuan
Group, Lid., Tsingdao Cigarette Factory, Tsingdao Soda Compeny, Ltd., Tsingdso
Lianchuang Company, Ltd., Tsingdao Petro-chemical Plant, Tsingdao Beer Plant, Tsingdao
Cogeneration Company, Ltd., Tsingdao Tainang Gas Compeny, L.td.. Taingdao Iron and
Stea! Company, Ltd., Tsingdao Pawer Plant

8 O E R

Effectiveness of Voluntary Agreement Programs

e S A T

" Rt s
ong- 100
Term Agreements "'\

ﬁlﬂﬂl\!‘i'ﬁm 5T ALY
'l‘ ‘.(l‘% '1211990’:12000‘]‘

%
B ﬂd fmﬂkfﬂlﬂ‘l IR,

WRABEEENE

For More Information ;

&JW{(IRNNM&Q& ARALE R
LBNL Chma Group website:

s

hinafindex.

ST IRIN SER N AL B A T o o
LBNL Industrial website:

signed with 80% of tny il viea! fi
mdustnal sactor, larget was btip:ijgeld. bl AlELALE
20% improvament of anergy
efficiency aver the period
1990 ~ 2000, actual N Lynn Price
achieved 22.3%. 25% to 50% L Prirnis
beyond business as-usual, LXPrice@lbl.gov
depending upon the industry M (510) 486-6519

AR IR RO

Other Voluntary Agreement Pro;ects in China

LA TR W T

RO IR RIR (UNDP TIRIL I 4
LIRMER (UNIDO ) AL il i 5 4Tdedi: \nﬂ"hﬂm wcmmrmn
v KM IR SRR T
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/GEF#34fEBUR[1: 48k, 1L7FRAKBITIL

UNDP/GEF End-Use Energy Efficiency Program (EUEEP): iron and

steel, chemical and cement sectors

JENCR AR 2B\ (18 L vy R LSS UMSUBUR TS iL BRI LS

SCH M0 T-WT 5 A UM CIRILD %1

BEIL ? University Colle%/ e of Environmenta! Sciences project “Study
olicy Measures for oluntaréAgreernents in Ener y aving and

Pallution Reduction” to develop Energy Conservation
implementing regulation
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R C’haracteristicsé)f VA

Annex 9.8.9
Progress and Analysis of VA
Pilot Projects in China

Jiang Yun

China Energy Conservation Association... -

i

Low cost

Qo
G T

L -
Covering both energy * \\} .\/ .
conservation - {
Better relationship Good 3

& environment Between the
protection government aPP!'f:ab‘IQ?y P
& industries T

FRAOLABIHAMTSL 2004430300

FROZVDFUMESE 20044343080

I Exanples of VA projects in China. "

L. Characteristics of VA4
I. Examples of VA projects in China
I, Comparison of the VA pilot projects

IV, Activities carried our for promoting VA in

China
V. Recommendations on pilot projects

o Vi pilot project for energy conservation
in Shandong Iron & Steel Industry

* UNDP/GEF project of Energy Conservation
and Emissions Reduction in Chinese TVEs,
executed by UNIDO & implemented by MOA o

* VA in Qingdao City

VA BIENMHE 2004%3A300

FROLViRBNHATE 1004937308

N . T

‘Characteristics of Vi

VA Pilot Project in Shandong Iron & -
l Steel Industry

VA Is meant for stronger role of industries in
energy conservation under the guidance of the
government. Driven by their own interests. the
government and industries signed the agreement
voluntarily, or industries, “volunturily” rather than
JSorced by laws and regulations, commit ihemselves
to energy conservation and envirenmental
protection,

FROZHAF UM 2004430308

On April 22, 2003, Shandong Provincial
Economic and Trade Commission signed voluntary
agreement for energy cfficiency with Jinan Iron &
Steel Factory and Laiwu Iron & Steel Factory,
marking the beginning of VA application in China.

FROALDIUEAMTS 2004830300




!fg Pafm’: Project" inShandong Iron & n
‘Steel *Indistry. :

: Bitergy<Conservation and Emissions

- v Reduetion. in Chinese TVEs .

o Projectdurarion 2003-2005
o Praject (Hijecrives
- To establish a mechanism te organize and menitor energy

efficiency VA application
- To establish a system to set mdlcators and evalune performance
in energy effici and envir 1 pr

- To establish a system to set target for energy efficiency and
environmental protection

- To establish a system supporting energy efficiency VA
o fadicators

;
13 indicators covering energy efficiency, environmental prmecrum N
and economic indexes R

EFEI not included as indicator T 1§

» Action Plan is developed after LPICs are established, and
then VA is signed between pilot TVEs and the local
governments.
» The actual situation of Chinese TVEs are taken inte full
consideration.
« Drafts of VA developed at the following pilot sites.
- Lufeng Cement Co Ltd, Tieshan District,
Huangshi, Hubei
— Moling Metal Casting Factory, Jlangnmg.
Nanjing, Jiangsu Province

~ Yongxin Shale Bricks Co Ltd, Xinjin, . .

Chengdu, Sichuan Province

FROZBDILEMMITE 2004537308

FROZVURARItE 2000837308

¥4 Pilot Project in Shundang Iron & Steé
PR I”dygh:)) KO : PR

<. VAin Qingdao

ofarger seuing
Targets are set for energy efficiency by the end of 2003 and of 2005,
with 2002 as the base year.

oSupparting incontives
- Priority is given to the participating entesprises in terms of existing
preferential policy for energy efficiency
- Coordination is done for participating enterprise to access to
finance for technical upgrading

— Participating enterprise is pted from of energy
utilization status. ‘i

— Participating enterprise has easy access to technical support and
information services.

~ Participating enterprise is awarded with honorable ntle.

.

13 corupanics in Qingdao (ke Hal’er and Qiugdua Pover
Elang) has vigned Vot witie the Municipal Economic Commission by
Nov. 3, 2603,

They make up 72% of the city’s total energy consumption in the
major energy intensive companies.

Target set: By 2005, an aggregated energy saving of 285,000
tons based on comprehensive consumption for production, or a
saving of RMB160mn, and in emission reduction, 4911 tons for
sulfur dioxide, and 170,000 tons for carbon dioxide.

A workshep by to be keld fn Qingdno this April fo veviele the,
PYORYRSS,

FRAZBIUIUSTE 2004838308

FRAL VLG AUMLE 2004430308

%A Pilor Praject inShandeng. Tron & Steel
s - o Fndigstiyio

. I Comparison and analysis of VA
“e projects ..

o rogrosy
- Institutional building almaost completed
- Perfor evaluation sy blished, participating
enterprise has formulated VA Manag Procedure and

Regulations on Award and Penalty in Energy Conservation
- Some indicators are not fulfilled as a result of increased raw
material cost.
- Ex ives of participating enterprise is improved in
awareness of energy efﬁclency, and the binding force of VA is
playing an important role now. ST
A workshop is to be held in Shandong in April this yenr to
review the project progress.

FRALVRAE WML 20049434300

Iy Different pricadtics

2 ‘c’ !(,1 thy projacts,

dy tnfarcement of supporting policics

FROL G MTS 20048383080




T, Coinpdirison and anialysis of V2

-y
&

©F T 5 IV, Publicity activities

Projects
R . . sObyrrvasiony gfier sprvees
1 examination and &xpert

axamication

&, Special institution is recommended for
baticr saccution of VA

7. Sustainability of the prejects

i,

8. Pruject publicity to be strengtheve

- Huge potential of energy conservation in the oil
tndustry: Daqing Oilfield accounts for 1% of the
country’s total energy consumption. Take its No.
5 oil exploration factory as an example, 1%
electricity saving is equal to 6mn KW,

- Good financial situation with giant state-owned

enterprises, making it easier to explore VA \\_‘v:

application,

FRALBRAFNAHE 2004430308

TR thitnmite 2004434300

V. Publicity activitie:

IV. Publicity activities

Nowslogter of ¥4 pilov projects

Reporting progress of VA
pilot projects, giving timely
VA  information from pilot
enterprises, the central and
local governments, authorities
concerned, national and
international experts

o Latest news relating to VA evailable ar the
TESITeT g OTg.

o Promoting VA ar varieus workshops and
seminurs both at howe and abroad
the 13th National Energy Conservation
Publicity Week in Nov. 2003

T O HOUI WAL 2004030200

FRABHUSARTE 2004830308

E s

IV, Publicity.avtivities

] ¥

) Following activities

T SRasBanAnte 200043R308

Tours to companies

o PetroChina Fushun Petrochemical Co: in Dec
2003, introducing energy efficiency VA and VA
pilot project in China

o Daqing No.5 0il Exploration Factory: in March
2004, VA workshop attended by over 30
participants

-
]

TUsgnanaaante 0081800

o Surveys to be carried out of the energy
intensive industries in Jiangsu and Hunan
provinces

s VA Replication Promoting Conference in the
coming May to be attended mainly by
potential participants in VA application



http://websife:www.cecaweb.org.cn

FR N e e

& €

Recommendations on VA project:

i More areas should be covered for quicker oxplorative of
Vot application with Chénese cluraceristies.

2. Since mast of enterprises in China arve more or lexs the
saine bt capucity, saiure, Q. different application
pragrims xkowid he devedoped for different industries on
the basis of surveys. Bifferent means shonuld be applied 10
arouse eatorprines's interest in energy efficiency
improvement

3. ludicators stould be given far different lndustrivs 1
evaluate V.4 aupiivation resull, ;

<+ Unified ssandards shoeld be applivd for eval
projects.

FRALVBUSAAE 2004830308

Contactusatthe -
- following add ress -

China Energy Conservation Association

Address: No. 18, Beisanhuan Donglu,

Beijing
Tel: 010-64276394
Fax: 010-64276394
E-mail :

Postcode : 100013
Website

'U»K._':

TRAZWU-ARTE 2004830308
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Potential of Energy Conservation and Emission Reduction in
some Chinese Industries &
Framework of Enterprise’s Emission Reduction
) Voluntary Activilies (WWF)

-
2 S

Project Background

s PATE R S TR A A F 00 5 Arh EITRERL b AT RER. 2002
A2 FITE I R R 50 W ¢ il rn AL Ak e LAY A F/NERHE U ERS
FiRP AR

win December of 2002, on the basis of the former Consulting Department

of  China  Energy  Couvservaii i 1), Blue-Sky
Investment Consulting & Mavagement Co. Led, (Blue Co  was

established  uppn  the  joint  investment of CECIC aad  China

H
Enviremmental Protection Corporation,

Fil 317 A dioll 8 G AR R A

=ln May of 2003, in order to promote the development of “Enterprise
Emission Reduction Voluntary Activitics of WWF Climate Saver
Campaign”. Blue-Sky Co., entrusted by WWF, made an investigation on

industries in China, Based on the
v Co. has designed the framework of the
in Reduction Volontary Activities of W

tmplementing Status on Voluntary Agreement
throughout the World and in Ch

2. @5 R

Briefintroduction of overses
agreement

MRS A S CIFRAT
(Climate Saver)

——RHCURIR H

Voluntary agreement activities that WWF has already Inched—-
Climate Saver

4pTHAE

Implementing status of voluntary agreement activities in China

HATALAY e
— AT RERURBHF SR

Potential of Energy Conservation and Emission
Reduction of some industries in China

—Brief Introduction of the Investigation on the Energy Efficiency
of Six industries
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With the rapid development of economy and the quickening of the
urbunization step. China needs more and more energy and euj

an ever-increasing potentiality of energy conservation, Our
investigation on the current energy efficiency sitnation of ppwer
generation industry, electy d industry, cement industry,
bypermarket gnarketplace) industry, restaurvant induastry 'md lnu
industry lias effectively wpp(-rml the aferesaid conclusion

1) ke
Power Generation Imlu: ¥

#2002 FERD SRR IR B31 5 16542(2 kwh,
RHidhy81.74% . FKE Kbk ) -1!1 i*- '. l.-H“yMR
~ 20025 2 RN M TR b i ; L B 3819/kWh-
% 2.29. 2002 ML) Tl 1EHY & i
I HA.81Z0, BHICO UL 512,410,

aThe totat power autput of 202 in China was 1,654,200 million KWh, among which
the thermul power guiput was 200 miflion KWh accounting for 81,74%% of the
total. The thermal power plants of our counery vely mainky on Gre coal, The fuel oil
unit capreity and the tuel gas unit capaciny are Sl no more thua $% of the total
present. In 2002, she avernge coal consumption of power gencration and of power
3FKWh and 38HkWh respectively and the sverage power supply

he five conl, fuel oif and tuck gas that the power

hhm had consumed in ZUOZ iy €quel 1o 450 million 100 of

1230 rotition mns

R BUR AR IR PUATCGE S . ST A BN E B R L

Sgee/kWhilyid)d FFF. T120104 3818 69 WA I8 K £ 0 350gce/kWh. tb

2000:FEA7400gce/kWh K 50gce/kWh. 14 {2% {ii30gce/kWh (&3, A iE
Wi 4E03320 G, IECO,£90.8121 .

sThrough replacing simall power plants with big ones, cogeneration, machine set
reform and other measures, she power geveration industey reduces the coat

consumption of power supply al u speed of Sgee/kWh per v By 2030, the coal

consumuption of power supply wilh be about 350uce!kWh. which is S0geerkWh

less than H00geckWh of 2002, ftis estimated that the whole country will he able

to save 33.26{) 000 tons of standard coat mtl reduce the cmmlnn of €O, by 80

nnllnm euc)

(2) R

Electric Grid Industry

20004742 [E1H3 y L2 fhols 1 $111468.6 (ZkWh, {40 810573.312
kwh, WREHRHT.81%. WHES WREEEEN1.0~2310 05

aln 2004, the quantity of business power supply and the electr f
amount of the whole country had been up to 1,146.860 million kWh and
1057330 miiflion KWh res Also in 2000, the electric grid line loss
rate of China was 7.81% that was about L0-2.3 percentage paints higher
than that of most developed conntries in the world.

[WWE]
< AR ML I R A
JTIAA (20104587 . 3
2000 A, SAHRE
I VIRIE210 - 330iZkWhHifE, tHY
% FaEHECO, 2100~ 330077 1 .

Through strengihening construction and transformation Jor distribution
netwaork, perfecting the grid structare: increasing the reactive compensation ol
distribution network and ather measures, in the near tature (hetore 2010y |
China will be able 10 reduce the clectric grid line Joss rate by about 11,8
percentage poinis, Compared with 2000, 5t is more rational that the integrated
it wasage rateds Nved between 6,2-6.8%5, When the time comes. the
reduction of the integrated clectric grid fine loss rate will be equat 1o reducing
elegtric ‘energy by 21-33 billion kWh, standurd coat by 8.4million- 13 miflipn
;. <0, io1-33 milkion tons. N

(3) RAEH (FIH)

Hypermarket (Marketplace)

REE . FHHERA S R S M AR

u) I ZE16.20%. {Z15%RAE S, B & ] LUV 4.

12. G{LkWh. WIECO,Ba-126T51E iy Tk 7S LM THIE R . Flebachf
TR ) FCO, M A T A

Broagh ratioually allocating and reforming lighting system, air-conditioner
slevating equipment, ete, the commercial industry will be able to reduce
lhv on~un|nuon of energy In n.zow.. \\ hwle being



(4) WS

Restanrant Indust

Ftu?%'t’mi_ﬂ-,t:
S0 TH B
KWh, m_;+mco 9617 W:.

wThere are many effective energy-conservation measures that ean be adopted by
restaurast and hotel industry such as traasforning air-conditioner system,
improving lighting system, adopting natural-lght iHumirating lamps, high-
efficient illeminating lamps and  power-conservation switches, raising the
efficiency of boiler, improving the quality of fuel, improving the operation
munagement fevel, ete. Ondy by adoepting high-efficient illeminating mpy and
lmnsforn\lng the air-couditioner systein in guest room\ the whete ladustey will
be aiie to save electricity by 966 million KYWh and redoee the emission of 0, 1
960.000 tons :

(5) Ki
Cement Industry
:HJ*]»' R 1. 20020 KRR SE T, Wﬁfﬂ'ﬁ{\” {
""“J\ P R E T, RIRE AR TR, ETER
M. FEit. -ﬂillflﬁi’Fh’:—’n‘lfiiﬁlTJlt 3

ina has already been a big country producing cement, the outpat of which
had been up to 700 nullioo tons in 2002, which was runked No.l in the world. For
the seale of most coment enmterprises of Chiua is somewhat small, e product
structure of them Is unreasoible, the output of Jow-grate cement is too large,
the production technolagy sil) lags behind, the consumption of energy is too
great and the economic henefit iy relatively iow, China is still cannot be regarded

a5 g poweriul countey in the coment ndustey,

S KL 1R
TR R KRR E
LSONTINE, K FCO, 1520

sThrough developing new-type dry-processing cement. abandening
small ve Ki i g the content of composite material,
increasing cement in bull, comprebensively utiliziog natural resources,
improving the quality of cement, ete., the cement industry of Chiua will
be able to s $9 million rans of standard coal each year. In other words,
the cement industry will be able to reduce the emission of (() by {50
million tuns per »

(6) MR

Beer Industry
SR RIS%. BRI B, Rt
AUy AT L R FEARS300
fu 1%, [inj Wil2537F kWh. TERI3TTIG. (1%

0T
‘he autput of beer of China jo 2002 wax 23,870,608 tons which had been
increased by nearl a compared with that of last s car and which had excecded
that of US.A. for the frst time making China become the bLigzest country
produciog heer in the world, ‘Phe beer industry of China totally consumed 2,500
millien KWh of electriciy and I million tons of standard coal In 2002, I the
energy-consuiuption level can be reduced by 1% in each vesr, then, the beer
Wil be able to save 25370,080 kWh of
standard eval pe yeurs I other words, the beer
Ct iasi 1'million tony each vear..

&

SR, (RSN S TR - R YRR, $12010:¢
AR IE, WINCO ik L2, 7ilnt. hRITfERNE HE

According to a preliminary investigation, the above mentioned six
industries will be able to save 110 million tons ot standard coul uand
reduce CO, emission by 270 million tous by 2010 only through adopting

activities in China is a win-
veen s and reduce the
ion of CO,

ii!tﬂi*l 'i’ﬁlleJIO ETPRUL A R Il Reo R T — AT T
il : kR 5 UL AU Bi%. IO SN
SHIR.

shott term, the situntion that inure than 7% of China's electricity comes from coal

and the emission amowne of CO, of China keeps the seeond lagest in the world will not
ditficult 10 1educe the enussion amount of the

developed countties, The e conservation
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on all kinds of energy-conservation wairk. China will be able 1o not

) 1 of preduction and miake a preater economic benefit for the saving

of enerygy and the reduction of consumption, but greatly impiove the environmental

pollution state and form an enormous petentiality of reducing the emission of CO..

Therefore. developing voluntary agreement acuvitics in China and inpoducing them

mlo lhc emrﬁy conservation activities of the Chinese government and all kmds of
5-35 win-win choice for

i

Main Obstacles in Implementing Enterprise
Reduction Voluntary Activities in China

AR R
It AL

a dev clopimg country, China enjoy s many conunon puints with American-
Luropean  developed countries wihile canying on enterprise  cmiss
reduction voluntary activities. However, the different points among them we
even moe, :

&

[ ST IR T EE I SRRl LL Reh 7 TEE KW
Heo,9i ), W TR RE TP RFRE B iiE TR
FFEL R Eb S e Al 15 IR S B B 14 B T b

wDeeply realizing the similarities and ditlerences between China and

foreign countries in voluotary cement activities and the huge
ion-reduction potential that

making ergan of Ching to fully understand the main ebstacles

ovs will enable dec

China face while developing voluntary agreement and put forward a

premotion guideline for the emission reduction voluntary activitics of
Chincse enterprises according to the reality,

L B
1. Economic obstacles or the obstacles at the economic
development stage

sChina is a developing country and pursuing economic benefits is the
irst goal of Chinese enterprises at llle present stage. At present, China

energy and |c(luuuﬂ ithe, enu\smn of (‘0~ and the cnlh
enterprises for; parth )anngm the nunilic\

w1 ] (7 4 & "m LZEEARLY
ui&m i -’; AR YiE AR B AUk,

sAC present, China still lacks concrete and  enforceable energy-
conservation policies. 1aws, regulations and financial prefereniial policies
that can encourage the enterprises attaching importance to energy-
comservation and  emission-reduction aod punishing the enterprises
taking no measures to reduce consumption and discharge amouue,
Therefore, Athe dbstacle that (lun.l fdk i arrying on the coergy:

.nLTﬂ}u\ 1NI ﬁ:‘ll"r’ﬁ 7 f[’iﬁ?ﬂ’,

aFor the lacking of Information exehauge in respect of power-saving
technology. produets, energy conservation policy, national energy
conservation sl.md.lrd experience, cte. as well as staff (raining. it is
difficult for enterprise leaders to really and effectively carry out the
cuergy conservation work.
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Framework of Enterprise’s Emission Reduction
Voluntary Activities(WWF)

= B IR TR FEFR ML
i b P SR B IEYHLR TR, [ B R R
R DI GEhhE 69 [ R A D) DS B s dst.

®w\While facilitating some cnterprises to sign the voluntary agreement,

extensively disseminate the new voluntary ene conservation mechanising

guide and promote the development of volnutmry agreement in China,
make the masses of Chinese enterprises know and accept the voluntary
agreement and encourage more Chinese eoterprises to participate in the
voluntary agreement activities,

250G
Implementation Guideline
{ IR
HEBHWWEF [3 18

ities of the Chinese goversment,
ses. introduce the new method of
voluntary agreement into China on the basis of the energy
and | consumption-reduction  work  al carried  out.
conperation, promote the development of “WWTF Emission Reduction
Voluntary Activi i Clidnea, : .

&

Fsitish

Time, Range and Implementation Steps

» =S
(s o b

R,
Ak

industry, electric grid industry.
tmarketphee) industry and cement indu

Uy Lot

The detailed activity scheme is still under design

G

(WWF

4.7 &

RS Y

LN

g kil

The benefits Chinese enterprises participated in the
Enterprise’s Emission Reduction Voluntary activities

(WWF)




&

QO WALEIRER . BHPI TP 4, Rk sE 5 0.
The enterprises can increase their conipetitiveness through saving enes
protecting environment and reducing production cost,

(2) TR MAlayr- S f, Wi WWFRISZ 8 EiES), WO
bR AN ES Gl B G R TIAIE B, sty ofinll
1AL .
The enterprises can greatly improve their public images, show the strong
sense of secial responsibility that they possess and pupularize themselves
through the wide promaotion arl vities of WAWF Aml “l“lﬂlll in sing
the n(l\en i \g cOst, :

€3 AL :'r'JWWFhf”u‘J R INERRS. RO T AR A SR
i & AL (AE 280 E R

The enterprises cast ohtain various kinds of technology and rnati
services offered by WWF, understand the est dynamic of ener
conservation technologies both at home and abroad tlimely and get
chance to exchange espericnce iwnong the same indus

(40 F AW WWF R RRRIRGY, 5 iR G el Jk 7). 4R Bl
BmEA R, MG & (L.

The enterprises can enjoy the opportunity 1o become members of WWF
Enterprise e, stand side by side with workl-fammous enterprises.

promote corporate images” and pnpul.um and incre se the chance of

hmrnum ml coaperation,

il ﬁ&’nn‘eerﬂ‘)zﬂﬁﬁ , RRRER. BTN R.

The enterprises that have concluded the voluntary agreement can reduce
the cost of implementing the energy conservation project and reduce
technical risk, investment risk and other risks though being pilot
projects (EMC service and launching COM trade) .

e

(6) &l

The enferprises c¢an enhance their cnergy conservation sense and
improve the nagement level

. ’JHWWFQ CRAFRSzD, M@0 il &ak.

KB

The enterprises caun inercase their economic benefits and sucial benefits

and bt the suppart and approval of the government through
ating in the veluntary emission reduction acti of WWF,

> 5 WWF 13 [

The obligations of enterprise participated in  the
Enterprise’s Emission Reduction Voluntary Activities of
WWF

slmproving their energy management level
2

- YRR E b

o Promising 1o make an ene servation goal and realize it

«Taking sowic encrgy conservation measures

oM RN TE Y i B B

+Offering the information in vespect of ercrgy consumption

regul
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Developnmierit of Energy Efficiency

-5 Voluntary Agreements for TVEs in China

FE A

RAVESEIEMREERIF R Pt
CEEP
30t Mar. 2004

GEFIi Bl Al
Pllot Enterprises of GEF Project

o EEEAT ANk L MR BT RLA T

o Lufeng Cement Co. Ltd. Tieshan District, Huangshi City,
Hubei Province

o TN AT AT

Yongxing Shale Brick Co. Ltd. Xinjin County, Chengdu

City Sichuan Province

LR LT BRI A ]

Moling Casting Company, Jiangning County, Jiangsu Province

LA KET R RA R

Dalian Jinmei Cast Pipe Co.Ltd. Dalian City, Liaoning

Province

¢ w80

(UE]

Background

20034£7 1 —2004%3 5. Rl S b RR TR
CREARTIE B LA 4 AT A4 BRI IS
FIRAMRAITE I S Wik B TR I 5
LeR—REBIEFIBR&EDMEHTR

From Jul, 2003 to Mar. 2004, TEDC & CEEP as the
subcontractors took charge the establishment and capacity
building of LPIC under the project entitied “Energy
Conservation and Emissions Reduction in Chinese TVEs —
Phase Ii " for UNIDO HQs.

5 tﬂk%i’ﬁ}ff‘

1. B A SRS

1. Implementation condition of demonstration project.

2. Z YUk B B UL AR

2. To design energy efficiency volunteer agreement's text for
TVEs in China.

3. WiEH AR

3. Formulating energy conservation plan.

4 I BB ERR

4. Establishment of monitoring and assessment system.

5. £RSHY

5. Experiences and suggestion.

THERH

_Terms of Reference

v PN GRS, R BOFRIREBERIR B R4
AL HESY, IS,

s To coordinate the preparation of energy efficiency voluntary
agreements among relevant parties (pilot TVE, local
authorities, and PIC), and facilitate the signing of the
agreements.

o EEERATETR, 50 RURAT R .

= To develop a scheme lo establish a monitoring and
assessment system (including indicators) to monitor the
implementation of the voluntary agreements.

13 R0 E SERE TS L
1. Implementation Status of
Demonstration Projects

o RN BRI ﬁl’g%ﬁfﬁg’tiihh'}iﬁﬁﬂhﬁﬁ
17"?5 , Rt e bR it ﬁ*g;-_ e Y,

W MBI, TRV R, BHRE TR,

= To communicate with the local government and demonstration
enterprises by field survey, seminar and questionnaires,
implement ener?y audit to pilot enterprises, to assess energy
conservalion polential, to provide preferential policies by tocal
government, to discuss ener?y conservation plan, to arrange
and ensure energy conservation targets.

L 3T

= Main outputs:
o R R IS L

=~ Energy efficiency VA of the four pilot enterprises
v S R R RN RS A
»  Monitoring and assessment system of TVEs
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i Pliot Entarprises ] Local Government
e i

o] (o) [y |

A of Designing VA
Energy

Conaervation
Potantial % Signing VA

| Conservation Project

4

o

/A ll M, fTys s
System & Assessment
! Critorla  /

No /;:“\
—r___/ P \l{

] anmlnnlod' [ Accopting I

B RO —HT
VA—Background

EHAEBY, L B, Ul
R e s A
b3 g B A Rk 5 B E AR, BT AT AR
F3OH TS 1 b #o MR

Energy Efficiency Voluntary Agreement is an agreement that is
entered voluntarily by and between a trade organization or
individual enterprise and the govemment in order to improve
energy efficiency and reduce greenhouse gas emissions. Industry
or?anlzations or enterprises commit to meet the target of energy
efficiency or GHG emission reduction, and  the govemment
provides preferential policies and/or other incentives to the industry
organizations and the enterprises

AT IS S A 0 H TR TR TR, IR
EPR A R T ol

In order to formulate and implement action plans to promote
regulatory reforms and cammercialization of energy _ efficienc
technologies and prof'ects among TVEs, the Energy Conservation
Voluntary Agreement is formulated so  as to improve energy
efficiency and reduce greenhouse gas emissions.

2. 554N A BUMCCA R (1)
<= |2..T0.design energy efficiency VA's text
for TVEs (1)

w EER: BOERA P E S SRR SRR B X
o Targets: To design energy efficiency VA that adapt the
actual circumstance of TVEs in China.
o HHE{AA
= Characteristic of TVES:
o MR BRE. . A TR
<« Small-scale, numerous, dispersive, Jarge-change,
miscellaneous in industries etc.
EFETERMN, et
Simple production process, single product structure;
FERL. UME. HREMRE, PR RERE.,
Insufficiency funds, block in information, worse technical
condition, behindhand production equipment.

LAV RV ERY]

BB ML —TTHE B AR

'VA—Energy Conservation Targets

o [ WL EER: 2005812831058, BEHE: 2008
FE12H 31 RS k.

o To complete the energy conservation project 8 achieve the
energy conservation targets b% 31st Dac. 2005, to complete
global targets by 31st Dec. 2008

o R BL 200240 ZEME, BRI EEHE(%) FRE

= Based on 2002 (reference year), to reduce energy
consumption per unit product (or production value)

o MEEKIE: 21%, 24%

o Lufeng Cement: 21%. 24%

o KNTUGRES: 12%. 15%

o Yongxing Shale Brick: 12%. 15%
o WREEE: 16%, 20%

. Moling Casting: 16%. 20%

o AfMME: 20%, 25%

» Jinmei Cast Pipe: 20%. 25%

2. SN B EIMCCA R ()
.2..To design energy efficiency VA's text
for TVEs (2)

s MRSkt
n  Framework structure
s WH
Background
WHHE
Targets of energy conservation
IR
< Measures for energy conservation
s BB
~  Preferential policies
o BRI
< Monitoring and assessment
o Bt
< Modifications and termination

ANE VRV

[k Fek

Indirect Energy Conservation

HOA S G T R RS, I R ey
A T P e SR )
The new concept for energy conservation by analyses through the
overall product lifecycle, includes encouraging producin:
energy-conservation products, prolonging product fife, optimizing
product treatment and reclamation etc.
o KL RAAL, MBAHR WARMHE, &
ES I e (SR
o Cement industry: Improving product quality, adding .
composite material quantity, saving saw material, reducing
}#e proportion of cement in concrete, and prolonging product
0.

o WG WHARTNI25%. AT WEER RS IR KA T EC

H971125%.
Brick industry: Saving saw material by 25% and decreasing
e?lgrg)é consumption of buildings by Z5% when products are
utihizeg.
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| VA—Measures for Energy
-Conservation

e s h&t- }ifs’“rl RIRFTEEETL N A, ST BT
4 IS AT

= 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 approve
the govemment, and implement the plan carefully.

AR LT AMEE,
L 7 AT

1 (k10 ¥, Bligd ok

B 2 AT E’JﬁEz‘fE‘.%i‘ﬂIﬁ?-

«  The demonstration enterprises shall enhance the energy
management, establish energy management system and
energy efficiency standards, improve the intemal regulations,
assign full-time energy manager to be responsible for the
energy management, improve employee’s consciousness of
energy conservation.

g
=

PN — I Bl

VA—Moadifications & Termination

FHXPR T IR F 2N, UhTT B IRRE ]
The agresment shall be modified or terminated if the following
conditions occur:
[ 2 X 'ﬂt“lﬂf‘”iﬁnm . ERBVABOR S B VB A 22
LR
o The laws, regu!auons or Rohc:es related to energy or
environmental protection have big changes compared with the
year when the agreement is signed.
e .llh?( ﬁ\ﬁ((u AL R SR SRR R T A

a Implementation of the agreemenl has negative impact to the
development or normal operation of the demonstration
enterprise.

BRI 5T (1)
VA—Monitoring & Assessment (1)

TR AL (1 FRS S T
i p sy R 8 o
EHAHGE I, R T R
AR FIA S

El (e i A 1 %,h
571% fa‘éﬁ&t{f"*ffr‘&'}fﬂjﬁm ‘JEBEH:(?]%!’EII. W M"\W gig:a)
= The LPIC shail 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. = el
_} 3. Formulating Energy Conservation
Plan

o WEHRR—-PRETADM. 25 L1, Llakdbulis
SeESUHFERUA B ORI IE, L 13 [ DO B PAIAT 3048
B, i ﬁn‘f{:‘ixf!}tl&'{ﬁ?f{h BN,

= Energy conservation plan is a technical measure that is
systemic, organizational, feasible in economy, in order to
reduce the energy consumption of demonstration enterprises.
Itis a action guide in the implementation progress of VA, Itis
also a reference frame o assess the annual monitoring report.

B E R 51 (2)
VA—Monltonng & Assessment (2>

o ::'MI‘P/J\ 'Hﬂﬁf‘%f,
Mg ?ﬁzﬂ‘Jfﬁ{‘
# é‘v. & :
s The demons(rauon enterpnse agrees to receive assessment of
the effect of the valuntary agreemenl impiementation b
technical team eslabhshed y an independent third pal y
W B 0 RGeS d AT . ik
R?J %{zlﬂ‘h’hﬂ, mhff‘*kmé’z%}, 3

ol
o If the evaluation report indicates that the demonstration
enterprise failed to meet the requirement that the agreement
defines, the demonstration enterprise shall adopt measures
mc!udlng identifying problems, seeking new en frPy conservation

measures, improving the energy conservation efforts in the next
year, modnfymg energy conservation plan, based on the
suggestion from the {echnicat team.

3MERBT B

_3.1_Preparation Phase

Mﬂ {'i WS AR R T o i,

[ETHQ & AIGUEE, 20T ek L s miEt ot

» During preparation phase, recommending demonstration
enterprises adopting the energy audit melhod, to collect the

main enen_iy-consumptlon process steps and equipment data,

and to analyze the current energy-consumption status.
Boundary
Energy
Dovotion |_LfPurchasa s Processing & Tramperi & m by Effoctive
(Physlcal Storag Conversion Ditribution Encrgy
Quantily)
Lo Lo Laey Loas




3.2 TR B
3.2 Analyse Measures

o HRERS AL kB D26 518 Py Sh A £ ALl
el PSR WIEN D). 7 G B AR,

o By comparison between energy consumption of demonstration
enterprise’s actual production process and domestic and
intemational advanced level, to assess energy conservation
potential, and to consider improving energy efficiency

measures.
o CWEIAE. INERONY Y EROREIATAL ORI MBIk,

IECWAE, Q. Sl RO A SARIEIGCRI, W AR

%ﬁ[ﬂl%-ﬁ.&#%ﬂﬂﬂﬂ]%% M

s Energy conservation measures: To enhance the measures
such as energn management, energy conservation plan,
cogeneration, uildinﬂ enargy conservation, residual heat,
excess pressure, reutilization of dispersing combustible gas,
renewable energy resources, resource recovery, reutilization
of wastes etc.

418 TTHIRTE (1
4.1 Qbligations (1)

o MEAGARPEAL: FMN%, W AATH, RSN
A IRag TREbRHa

s PIC: Provide macroscopical guidance, assess the overall
status of implementation, give encouragement or awards to
organizations and individuats who make notable achievement,
to sum up the experiences, disseminate the concept of VA and
promote the development of VA projects nationwide

o BEBSEIRGE ML RLAFBRFSRALEBIT L, LT
PEY T Butfti

e LPIC; Under the guidance and coordination of PIC, sign energy
efﬁcnenc% voluniary agreement with demonstration enterprises
on behaff of the local government. Provide policy support for
successful implemaentation of the voluntary agreement and keep
the target of the voluntary agreement consistent with the
national target.

3.3HIE AT HETH &I

3.3 Formulating Energy Conservation

vz !

Plan

o GOREAHT. RA DT SRR IR M SR, KGRI
EMRNRN, GG MRS TR,

n By analyse, 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.

P4 15T IIRTE (2)
4.1 9}?!!9?“0,'!_5, 52)

o HORM: HPTPMCHIE, VA% H, RAEGH, Td4R. &
gfmvm-'téa%mm. TR MERK O B GHAT V500
5.

a  Technical Team: PTPMC is responsible for establishing the
TT, consisting of VA experts, energy efficiency experts,
technical experts , economic experts, legal experts, and
representatives from demonstration enterprises.

o Eéﬁ‘ik B SLATTRE TR AW RSO R, PR

« Demonstration enterprises: To formulate detailed energy
conservation plan and the energy conservation target and
shall be seriously implemented by the demonstration
enterprises.

4. 38 5 B PPk A R
4. Establishment of Monitoring &

Assessment System

s gg: R AT B R U, PGS ML

# Purpose: To monitor the implementation of the VA in
demonstration enterprises, and to assess the effect of the VA

w o R BRI KRB NS, R RS
BLSTH A7 )~ B R M 5

= Manner: According to the VA, the demonstration enterprise
shall submit an annual supervision report in written form in the
first quarter every year.

"4 1% JTIRTE (3)

| 4:1 Obligations (3)

MR
HER
PIC

HERY Fi3
Guide & Consign
Award

BHBR AL
nexmn L
LPIC L

#a
Superviso Wik

WA Assess
Damonstration [<¥===

Enterprises.




42T A R
4.2 Content of Monitoring

o kA ROR (IR BRI PR EA)
Production statistics (mainly on product types, production
quantity, and production values)

B STt

Status of energy consumption

i it RIBAT IR

Status of implementation of energy conservation plan

T Rpt IS S

Factors lhat influence the energy conservation activities
RS e RN S 0

Energi/sconservatlon plan for the next year, and measures or
projects that were or will be modified

{& IS

=« Feedback information

L3I TN ) o

©

4.3VHEBER ()
4.3 Assessment System (2)

it KR Rute ]

Criteria Wadght (X ) Content
() RETE 0.20 AT UL, £ TTREL A TEAIR
(3) Energy URER, 4 ikﬁﬂ {AHER. SO EHR,
Management RELRE DY

Ragutatons on energy managasment, enargy
c.onaurvnum responsibility lyr.lam and

ion oysiem, of
aneigy connervation, axamination of enorgy

training on anergy consarvation
[OREA NS -] 0.10 MEXH. WeaBtl, HABaE.
14) Information Information axchengs, extenzion of Voluntary
axisnsion Agreement

AL HEIRVS FERS OL

HStatus of Energy Consumptlon

FilR R .
aRNREHl nei CO et
Standard Cansumption EO

Congumption .
Coal Quantity (o) | Emission ()

HA
Type of Energy ‘Quantity

Coaflicient

2 Conl (1)

3.3 Electricity (kWh)

257 Diosel (1)

il Ganoline (1)

#h3 Coke (1)

$4* Coa! Gas (1)

F 5 Natural Qas (m?}

#J1 Thermal Power (kcal)

£t Tota)

& 4t Production

A=A R Undl product Energy Consumption

4.4VHET
4.4 Assessment Method

T

o Sconn Method (pi): Experts from the Technical Team give the
scare, %xcellent g')Good 4, Normal: 3, Pass: 2, Fail: 1

o e
o Sconng Formula:

P=ipi xX;

e iPEERE
= Assessment Standard:
o HPz4nf, R%: tf P24, excellent:

o HA>P =20, 4 4>P 22, pass:
o P<28t, AEH. #fP<2, fail.

4.3PERFR (D
4.3 Assessment System (1)

WG ®m g
Criterla Waight(X) Content
(1) BHR 0.35 PR, WHA, RQTS GRPID R MY
113 Eftect of Energy AL COHEMR REIMIBFLR.
Conservation Quanmyof esnargy consorvation, enargy
ralio, snorgy ion per unit {or

valua), indirsct ensrgy conservation quantity,
quantity of CO; emission reduction, economic
benefit.

2 WHEMA 035 ‘Nﬁﬁtﬂ‘ TR LLIEN. fﬁ"t‘a‘ﬁﬂ xs
€2} Application of Energy P Ristint Al ¥
Conservation Measures R

. PR,
ST G i‘fiﬂi‘ll’( - J‘H .
Appbeation of naw lechnologies 8nd new lechnical
process, mplementation atalus and offect,
comparison between eneigy consumption of major
products and domestic and inlarnatonal advanced
lovel, architecturs enorgy saving, waste recyciing,

use of lo enargy

TH—REREE

Calculatlon of Energy Efficiency

' Where:
EEI—fEXi3k  energy efficiency index
n—#i i 197 8 2 number of products to be aggregated

A= Gh R L™ B actual energy
mtensny of process step for product i
L I ShEsE  base year or
ergy intensity of process step for product i
P— I #RiFidki™ M@=t  actual production quantity for
product i.




WH—RER
[Calculatlon of Energy Conservation
Rate™ ™
_EIO_EI €=l—n EI
EI, El,
Hrh where:

v —{i{%(%) Energy Conservation Rate {%)
£ —@#W"ﬁﬁé%(%) Annual Average Energy Conservation

El—ﬁh R fl‘Jifi{‘r?“nnﬂ*ﬂ Energy Consumption per Unit
Product in Target Ye:
El— M Q4 uuf"‘ﬁ Energy Consumption per Unit
Product in Base Year
n—RAEL ARIEZ MMMRER Number of years between
Target Year and Base Year

[cozﬁkmﬁiﬁ% ]

s TKIEMEEPCOAF:
= CO, Emission in Cement Production:

Q=P x EF /1000

it where:
Q— KB BHCO,MIERUR({) CO, Emission from clinker (t);
P—AKBEFH™ () Production Quantity of Clinker (t);
EF—KIRMFICO, {1 R M(17ax)  Clinker CO, Emission
Factor (tA clinker)

Calculation of CO, Emission

[cozﬁlamﬁﬁﬁ ]

s COARMUR~BURAN— COMEIR, T ARHEME ST AN:
« CO, Emission from fuel | is calculated as below:

Q=P x EC x EF
A where :

Q—iﬁ'ﬁ&HCO,fﬁJ?ﬂf&ﬂ(t) CO, Emission of i type fuel (t-CO,);
PR, SO R M R AR

Consumpnon Quanmy of fueli {t).

EC—iH LML RM(GI)  Conversion factor of i type fuel

{GJA), means the Energy Content of unit mass of fuel,

EFH iEHRIICO, HFIR(VGJ)  CO, Emission factor of i

type fuel (/GJ), means the CO, Emission of unit mass of fuel.

HEH—CO BRI
Calculation of CO, Emission Factor
REB #wHR C Emission | CO, Emission
Type of Energy Energy Factor Factor
Content of (t-C/1J) (t-CO,/TJ)
Fuel {GJA)
FHR Natural Gas 39.00 15.32 56.22
BALE# LPG 47.31 17.32 63.12
¥ Gasoline 44.80 18.90 69.36
¥:4h Kerosens 44.75 19.60 71.93
&% Diesel 43.33 20.20 74.13
etk Fuel O 40.19 21.10 77.43
4 Anthracite 24.49 26.35 96.70
A Coking Coat 20.73 24.286 89.03
1% Brown Coal 13.19 24.08 88.37
4h5¢ Coke 28.47 29.50 108.26

[Cozﬁkmﬁﬁﬁ ]

Calculation of CO, Emission

o HUBNFECOAHIT:
s CO, emission of electricity consumption:

Q=P x EC x EF /1000

A where:
Q11 HCO, M)  CO, emission of electricity
consumption (t);
P—J @ Tk(kWh)  Electricity Consumption (kWh);
EC—fit §14t#(kgce/kWh)  Standard Coal Consumgption for
Electricity Generation (kgce/kWh)
EF—HMERAICO, IRV  CO, Emission factor of
standard coal ().

T —e1 ) Tk A e LR
ion of Standard Coal Consumptio)
y Generation

44 Year 1998 | 2000 | 2001 2002

YRR 399 392 385 383
Standard Coal

Consumption for
Electricity Generation

I(kg/kWh)




..|.Calculation of Energy i

B ECO,HIH R

Conservation-CO, Emission Factor

el kwh | kgce | kg-C | kg-CO, | g-NO, | 9SO,
Energy
Saving
(Materiat)

1kWh 1 0.400 | 0.272( 0.997 15 30

1kgce 25 1 0.680| 2.493 | 325 75

1kgZa¥ 0.509
Clinker

4.4Economic Assessment of Energy

[4.4ﬁ7kzémw ]

-Conservation Technology

Fiait

investment

R

NPV

W

IRR

HEBERE

Investment Payback Period

@ 6 & w o§m 8 &0

-5. 23 5N }

s

5. Experiences & Suggestion

u BURIFE SRR G B UM IR AR TR B

= To camy on some propagandas positively about energy
efficiency VA,

w FRBOFRIIN R S W R

o The government departments concemed shall establish
incentive policies as soon as possible.

w R HENER

¢ To bring trade organization into ptay.
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Annex 9.8.12
B B U BUR 5 50 B HPrE
Evaluation of Voluntary Agreement
Policies and Programs
7 2Prof. dr. Komelis Blok##%

20044E3 A308 T4k T
Beijing, 30 March 2004

F Unlrersivait Utracht

LB R
Effectiveness and cfhucm}
of policies

« ¥ Effectiveness:

— SEREIBLSR A T R T R S /= Hi 4 SRR ?
to what extent did a policy program contribute to the
desired impact / outcome / results / effect?

o BREHFMAN Efficiency or cost-effectiveness:

- BEAKENSHERANXR? ERWRESHFE
? what is the relation between the impact of the
program and the costs? Could it be done cheaper?

El s# Table of contents

o BURTHEK — SR AZEK
Some basics on policy evaluation

« BORHERIRG)

Examples of policy evaluation

« BRBOGHAERIEN

Some recommendations on policy evaluation

AL ERRLE ? What costs can be
taken into account?

B AAL¥E Costs for:

— BUFFH] the government

— B4 (BIm3ELEATIk) the target group (e.g. industry)

— 24k £ socicty as a whole

o WETIMAARE (Bl si%k. SMERA.
HLERA, HEEA) Both out-of-pocket costs and
other costs (e.g. lost income, external costs,
opportunity costs, can be taken into account)

R ERIRIESERIITS
Monitoring and evaluation:
what is the difference?
o BW: NFREMHRETRE
Monitoring: investigate what happens
- M HEREIT normally this is done every year

o VR RAN R AR REERE (URSBER
f)5% %) Evaluation: investigate why and how things
happen (and to what extent this is the result of policies)

— RAEWHEAT Y this is done occasionally

N - S
Be i T4 e A 1)
What are the problems in the evaluation of

energy efficiency programs?

o BEREEALA
Energy efficiency changes are small

o BEBUTRAN, BT it
Energy efficiency improvements also occur without
government intervention

- HABORAFTHRARR

Other policies have an effect as well
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Are polm mshumc,nts effective?
- 3 R RS
some policy evaluation -

1. BXH| T Bk ARG = ST H
Australian Greenhouse Challenge

2. fr Z BT R B B MY
Long-term agreements on energy efficiency in
the Netherlands

3. B2 H B AMG S BB
Investment subsidies and fiscal incentives in the
Netherlands

SRS PRI ) LB 052
How where these results achieved?

o BMBE KA ST T - (920006 K SRR L HT5

- RIFHEBUL Participating companies have provided estimates of
what emissions would have been in 2000 with and without the
actions defined in their action plans

» LRk, E—NREPRERMTHATLHAR KT

“In practice it has not been possible to quantify reliably which
actions would have occurred in the absence of a program”

o IXEIBRAR: PRARIE A B RGP RO AT T T MR

# This means: evaluation of Greenhouse Challenge
overestimates the effect of the program

PRI LRI
Greenhouse Challeméb (Australia)

1995 Started in 1995

SN %Yy Agreements with individual firms
SEREIATIM S Annual monitoring reports

19994E S — Y44 First cvaluation in 1999
HRANTHAZHAE ( ﬁlﬁﬁm E ) #4Ti#45Evaluation
carried out by the A i se Office (responsible for
the program)

BUFATIA S /ML Steering group govemment/industry

2. T 21 A B R X

Long,—tcrm agreements
on energy-efficiency in the Netherlands

. E 5 AA1989-2000, {f1Haf 5 HEFERE(E20%
et: reduction of energy use per unit of product by

20 % van 1989 to 2000
;tﬁso/\ﬁﬂk—?z/u‘/& s, STk

30 sectors involved, over 1000
compames, approx. 75% of industrial energy use
. PIKE , AT AL SRR,
Y VaRaR o*ﬁ‘? opits oo,

but—many (smaller) sectors failed; some over-achieved

Al

Emission abatemcnt Greenhouse Challenge

Eriwions Abxtervent

fanolactoriap Projectsd Emisslons Abatamont Dus te Actlons
Reported Boder the Challange - 2000

B3 B4 BS Bs BY
T[] Ol (E Sk @8t e
an m, ¥ o Be2wmi

! O B3 e tatawing
24 Opa bl

[ )

185 momsh e
[]1 86 bamosims
Par

Osr ‘g;:wml

T\x 0 appmau-hu n our dl]d))’&l.\

o HEFIERDSTAIAG RBTHEZ (—BLIE
TP R AL G IIEHMA) Expert judgement on
fairly well-defined categories of investment (part of
formal evaluation for the Ministry of Economic Affairs)

« HETO605K AT Survey among 60 companies




Good huuscLoepmg

%oreme

. Gy ety Wy e

¥
New/replacement

% ofieme

- e emeden e e

of  HiSRemofit

- CHe / it~ cogeacration

AP B AR oo d
A Long Term Agumvni is a package deal:

thi¥ Agreement (£ [Fcontract)

AEYE LI SZHF Support of energy agency

[ Fes 5 2h i Subsidies for feasibility studies
A Investment subsidies

TR ({5 8M%) T H Communication programmes

OTei sovnge .
Freasvetuisg R H I S R X
» Negotiated agreements in European countries
i %) Country P LR o R
" Number | Number of Coverage
agree- firms energy use
ments
“ F+3 Denmark 143 143 45%
2@ France various 33 40%
) l@@ Germany 1 4400 70%
lﬁ; Nethlandg 30 1250 90%
GHK
SRR AR ’r The costs of volnnimry agresnents
(B, govemment perspective)
73 Instrument BT REAR Specific costs
(BRIT/ME CO; ) (Burohonne of CO2)
(5% discount rate, 10 years)
2 5 EhiY Duch voluntary 10-15
agreements (AT cogeneration 20)
#¥#:E Investment Account ~35
Act (1980 - 1987) (% #H wide range)
EINP #+# EINP Subsidy 25-50
EIA BB # ~25
EIA Fiscal support (5 - 400)
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#ZE i Results
o BATUETHHT 2225-50% 04 it et £ il i gente
E Eﬁ]‘ﬂ(m@ﬂ{] We estimate that 25 - 50% of the

energy cfficiency improvement in the Netherlands is caused by
the Long Term Agreements

s BEBNEERBUNHUEIS N, XEmR
AKX R R This effect would
most likely not have been reached without the additional efforts
made by the government and the government agencies

A4 H Pree Riders

(R L S response appox. 25%)

Jith Method | $MUZERY | oA [~ ER AL
Free-riders | Triggered| Irrational”
EIA |H#3EM stated 50% 50%
behaviour
BRI 65% 10% | 25%
profitability
analysis
EINP #3519 stated] 50% 50%
behaviour
BRI 70% 15% 15%
profitability
anlaysis

KRR Gt 12« SN E 2 E

Investment Support Progrvmines in the Netherlands

EIA XM ARKMBEERF 14,000 YLRIFISORE.
Fiscal support to B 15-
companies 0%

EINP |%f3EEFIALRMFAG |1,200 [Typical support:
Subsidies for non-profit 15-20% of
organisations [invmment

M H‘Jﬁ‘ZZ(i%Iﬁﬁ The Cost-Eftectiveness of Subsidies
AR Type Wi | BT Froo

B RE Specific

Number rider (%) costs (BuroACO2)
Condenser ¥ 353 49 10- 50 -
Frequency converter 45 40 - 65 15-30
3.1
Leight-weight trailar 49 15.35 300- 350
BMNEE
Wind turbine 16 0-15 ~10
Ah&RHN
Insulation /K1 180 20-40 30-40
Encrgy blinds G2 67 25 - 65 10-20
Heat buffer sysiom A% [5] 20-60 10-25
A%
CHP ALK 55 20-45 5-10
Generic 8 25 40- 50 5-6
| (% consu)
Genexic (equipm ) 21 30-60 3-25

TRRSENE Two approaches

« EOAEA: “MEAMNRTLUTRE?
Stated behaviour: “Would you have done the
investment without the subsidy?”

o BFOH R ERIT BRI RKGE?
Profitability analysis: “Helps the subsidy overcome the
lack of profitability?”

ﬁ?@i‘l‘ﬁi B(JE'BL Recommendations on evaluation

o FEYR TS5 14 1%) Plan evaluation at the start of the
program

« EBSRMRVPABRMIME TR (Hline i RiaER
%) Build evaluation tools into the design of policy instruments
(c.g. regular questionnaires)

o DAV 73 454 Bring continuity in the evaluation process
(BT 9L/ B lcarning)
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e BRREERL L AVPA
Recommended:
Theory-based evaluation
o B E IR B E % A M ER X R
program theory sets out the expected effect relations in a progr.

s BURBIEEREERFIFRITE? What did the policy-maker
expect about how the program would work?
HERRREN GBI IPA TR, CMERAT
PPi  For cach step in the cause-effect chain indicators are developed to
measure what happens in that step

« FEBHRTISR R IR BT S3HT Helps 10 explain why

policics failed.

£5 8 iE Conclusions

WHES B MBSRI SRR E B M

Policy evaluation is not casy for energy efficiency
programs

BUERG TR Policy evaluation is necessary to ensure:
o BRI CREHZERHR]) effective programs (programs

that work)

o BABAFIR GRAMEMEETRD
cost-effective programs (programs that do not cost too much)

o BUFITHEMETE credibility of government action

Govermnment provides funding for
subsidy on efficient appliances
Energy companies develop subsidy Equipment suppliers provide
system more cfficient equipment in
1 e
Energy companies give publicity to
the subsidy
= P by T e Sl et fr
Consumer soes financial advantage of FELRS T R SR
buying efficient appliances fixample of program
. . theory:
[(Consumer tuys efficient N subsidy for efficient
electric appliances
Consumer saves encrgy through using
the appliance

HEFERSE L Recommended reading

#E#: Peter H. Rossi, Mark W.
Lipsey, Howard E. Freeman:

VRS- — D RGN SRS
Evaluation — A Systematic
Approach,

REHM Sage Publications,
Thousand Oaks, CA, USA, 2004
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Subcontract Report

Project manager Wang Hui

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 10", 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.

L.
1.
]
]
]
L
]

2.

Working procedures and accomplishfnents

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

Accomplishments

(1) Training

Against our work plan, the first training workshop was held in Beijing
from Aug. 7" to Aug. 9" 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



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 of LPIC 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.

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.

. 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
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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.

. 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.

. 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.



IIL

1.
2.

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 discussions on and revision of the three documents.

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.

Improvements to be made

More preparatory work is necessary before a survey is carried out.

More information is yet to be collected about the technologies applied in
the pilot industries, and related policies.

More efforts should be taken to achieve better communication with the
pilot sites and TVEs.
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" (INDP/CEF ™Energy Conservation and Greenhouse Gas Emissions
- uction in Chinese TVEs- Phase T1”

The Establishment and Capacity Building of LPICs

Action Plan
—Designing approach, implementation and revision

Beijing
March 2004

_l;j‘ L Introduction of Action Plan 1.1 Defination-1

Definitions

Action:
The state or process of acting or doing for a
certain objective

Plan:

A scheme, program, or method worked out
beforehand for the accomplishment of an
objective

1. Introduction of Action Plan
2. Designing approach
3. Design, implementation and revision

»i 1. Introduction 1.1 Definition-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 I. Introduction of Action Plan

1. Definition
2. Objectives
3. Main points

1. Introduction of Action Plan 1.2 Objectives

Objectives:

To promote the removal of policy barmriers to energy
efficient technology in TVEs by various means. e.g.
issuing governmental regulations and decrees in
accordance with faws, acts and codes related, voluntary
actions taken by TVEs, as well as other economical
measures.
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w’é: Introduction of Action Plan 1.3 Main points

uw Investigate and identify policy barriers to energy
efficient technology in TVEs restricting policy
enforcement, technology update, financing and
product marketing;

= Develop the sector’s short term and mid - long term
goals in energy efficiency and GHG emissions
reduction.

s Develop measures to remove barriers identified

w‘k [1. Designing approach 2.2 Basic considerations

= Emphasis of reduction in energy
consumption and energy conservation

« Involvement of local governments as an
encouraging force

= TVEs as the principal actor

» Market as a driving force

e 2 phases: phase 1: 2003-2005
phase 2: 2005-2008

1. Designing approach

1.Guiding principles
2.Essential consideration
3.Working steps

4 .Survey scope

Ji I1. Designing approach 2.3 Working steps

. . 1L Designing approach 2.1 Guiding principles

To steer and regulate the market through
governmental policy developing and
implementing thereby promoting the adoption
of energy efficient technology shunting to
market-oriented manner; To develop such a
market-oricnted mechanism that promotes
TVEs to voluntarily adopt energy efficient and
GHG emissions reduction technologies.

i 1I. Designing approach 2.4 Survey scope

a Organization of TVEs and key issues related to their
development

u TVE's ownership reform

s Current status of the sector

» Current eftective policies and regulations related to
energy efficiency and environmental protection, and
their enforcement

= Deliberate framework of technical innovation for
energy efficiency and VA




L Designing approach 2.4 Survey scope

1.Starus of industries

2.States of pilot TVEs

J.Administrative system of industries and capacity building of
LPICs

4.5tatus of ownership

5.Related industrial policies

6. Palicies on eavironmental protection

7.Technologivs spplied in the pilot industries

8.Financial situation of the pilot industries

9. Market situation

TiI. Design. implementation and revision of Action Plan
3.2 Outline of Acrion Plan

1. Project background
2. Barriers identified in the pilot industdies
3. Objectives
Short-term £2003-2005)
Mid- and long-tenr: {2006-2008;
4. implementation procedures:
{1). Energy efficiency VA signed by and berween pilol TVEs and local governments
{2). VA replication by LPIC
(3}. Capacity building
(4). Study tour
{9). Institutiona! arrangements
(6). Preferentiat polides far VA porticipating TVEs
(7). Enhanced publidty and replication of VA
{8). Incentive mechanism

10.Recommendations
13 16
L ) . o 27| 1L Design, implementation and revision of Action Plan 3.4 Action
Sy 'y : 111 Design, implementation and revision of Action Plan e lan features at the four pilot sites
Pilot sites Features of four LPICS Featares of their Action Plan
. i ] injin Covty | Good sirength i coondizty Tachg w81l rich polrey reomonersiod;
1. Design basis R v R el F e Sy
2.0utline of Action Plan siwinitatbin
(iusngeti City | Gend st evesail coordiation, i citw is Takirg 64 advamsge of its resonzes;
3.Case study o in revauoes, pord G picy Effictive enforaresent of W poticy
4. Action Plan features at the four pilot sites TalianCity | Tartipation oTcity-leel sutoriies & | oo Gl ssareners
. R ) Ginsaeasl v fdcptnoof | Self divipline ofuxttcind
5. Implementation & revision of Action Plan Indsicies; pon chy. large expostof °
prowducts, destosieal {ndustnal base
6. More policy issues concerned Danging. | LHIC by aumpomied bt “the wnmwapal | Visils W meta) casting TVES in Dabian
Nuging | govermment aptrmwiket’; good selesin | 1V restrucrat
donstic market: pilot TVE weed v be s  meta] casting oumtr base uberwiy
weitare factory Y
14 17
111. Design, implementation and revision of Action Plan 111 Design. implementation and revision of Action Plan
. I3 N
3.1 Design basis - 3.5 Case study
a Xinjin, Dalian, Nanjing, Huangshi
= National rules, regulations and laws « LPIC features
s TOR » Barriers identified
w Survey findings of policy batriers = Design of Action Plan
v LPIC Statute
= Local plan for social and economic development
s Status quo of pilot TVEs
15 18




. HI. Design. implementation and revision of Action Plan
- 3.6 hnplementation and revision

o ction Pian} > ———

.

O] Redion
) ;
RIC

gz 3.6 More policy issues concermed

r—|~; fIl. Design, iinplementation and revision of Action Plan

= Some policies are being improved
e.g. mechanism of poliution charge
& Policies need to be improved
Environmental evaluation
Tax policy for welfare TVEs

Thank you!
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Annex 9.9

Recommendations on replication of Pilot Sites to Promote energy

conservation and emissions reduction among TVEs

L 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.
IL 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.
® [fPIC 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



IV.

V.

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.

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.

Recommendations on pilot replication

LPICs can be established in various forms. The arrangement and functioné 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.
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