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PROPOSITION DE PROJET : CHINE

Ce document comprend les observations et les recommandations du Secrétariat du Fonds
sur la proposition de projet suivante :

Mousses :

. Reconversion de la technologie a base de CFC-11 a une technologie a Banque
base de dioxyde carbone liquide dans la fabrication de plaques de mondiale
mousse de polyuréthanne dans huit entreprises de la province de
Henan

. Reconversion de la technologie a base de CFC-11 a une technologie a Banque
base de dioxyde carbone liquide dans la fabrication de plaques de mondiale
mousse de polyuréthanne dans onze entreprises de Chengdu

o Remplacement du CFC-11 par le HCFC-141b dans la fabrication de ONUDI
mousse de polyuréthanne rigide isolante a vaporiser dans 26
entreprises

Halons :

. Programme annuel de 2001 — secteur des halons Banque
mondiale
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Production :

o Programme annuel de 2001 — secteur de la production des CFC

Réfrigération :

. Elimination du CFC-11 par la reconversion & une technologie a base
de cyclopentane, et du CFC-12 par la reconversion a une technologie &
base d’isobutane (600a) dans la fabrication de congélateurs
domestiques a I’usine de congélateurs n° 2 de Qingdao Haier

. Remplacement du CFC-11 par le cyclopentane et du CFC-12 par le
I’isobutane dans la fabrication de réfrigérateurs a Little Swan Electric
(Jingzhou) Co. Ltd.

Solvants :

o Rapport provisoire et demande de versement du deuxiéme paiement
pour la mise en ceuvre du programme annuel de 2000-2001 dans lc
cadre du plan du secteur des solvants de la Chine

Banque
mondiale

PNUD

ONUDI

PNUD
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FICHE D’EVALUATION DE PROJET

SECTEUR : Mousses

Seuil de cofit-efficacité du secteur :

CHINE

Plaques de mousse souple
Rigide

Page 3

Consommation sectorielle de SAO (1999) : 23 145 tonnes PAO

6,23 $US/kg
7,83 $US/kg

a) Reconversion de la technologie a base de CFC-11 & une technologie a base de dioxyde carbone liquide dans la
fabrication de plaques de mousse de polyuréthanne dans onze entreprises de Chengdu

b) Reconversion de la technologie & base de CFC-11 a une technologie a base de dioxyde carbone liquide dans la
fabrication de plaques de mousse de polyuréthanne dans huit entreprises de la province de Henan

c) Remplacement du CFC-11 par le HCFC-141b dans la fabrication de mousse de polyuréthanne rigide isolante a

vaporiser dans 26 entreprises

Données relatives au projet

Plaques de mousse souple

Rigide

11 entreprises dans

8 entreprises

26 entreprises

Chengdu dans Henan

Consommation de l'entreprise (tonnes PAO) 890,00 636,70 978.80
Incidences du projet (tonnes PAO) 890,00 636,70 891.40
Durée prévue du projet (mois) 48 48 30
Montant initial demandé ($US) 4990 000 3966330 6979 859
Coilt final du projet ($US)

Coits différentiels d'investissements a) 6 050 000 4400 000 2,996,000

Fonds pour imprévus b) 550 000 400 000 299,600

Coiits différentiels d'exploitation ¢) -964 740 -430 226 5,681,498

Coit total du projet (atb+c) 5635 260 4369 774 8,977,098

Participation locale au capital (%) 100 % 100 % 100 %

Pourcentage des exportations (%) 0% 0% 0 %
Montant demandé ($US) 4 990 000 3929 874 6956762
Rapport cotlt-efficacité ($US/kg) 5,61 6,23 7,80
Contirmation du financement de contrepartie? Oui Oui Oui
Agence nationale de coordination SEPA
Agence d'exécution Banque mondiale | Banque mondiale PNUD

Recommandations du Secrétariat

Montant recommandé ($US)

Incidences du projet (tonnes PAO)

Rapport colit-efficacité ($US/kg)

Coiits d'appui de l'agence d'exécution ($US)

Coit total pour le Fonds multilatéral
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DESCRIPTION DU PROJET

Renseignements sur le secteur

- Derniers chiffres sur la consommation totale de SAO (1999) 159 452,90 tonnes PAO

- Consommation de référence (moyenne de 1995-1997) de 57 818,70 tonnes PAO
substances du groupe I de I’annexe A (CFC)

- Consommation de substances du groupe I de I’annexe A en 1999 42 983,40 tonnes PAO

- Consommation de référence de CFC dans le secteur des mousses Non disponible

- Consommation de CFC dans le secteur des mousses en 1999 23 145 tonnes PAO

- Montants approuvés pour les projets d’investissement dans le 74 695 424 $US
secteur des mousses a la fin de 1999

- Quantité de CFC a étre éliminée dans le secteur des mousses a la 6 946,10 tonnes PAO
fin de 1999

- Quantité de CFC éliminée dans le secteur des mousses a la fin de 4 413,59 tonnes PAO
1999

- Montants approuvés pour des projets d’investissement dans le 2 559 851 $US

secteur des mousses en 2000

- Quantité de CFC a étre ¢liminée dans le cadre de projets dans le 328,50 tonnes PAO
secteur des mousses approuvés en 2000

1 . . . . . .
Les données sur la consommation en 1999 sont fondées sur I'information contenue dans les documents de projet.

I Trois projets parapluie, dont deux dans le sous-secteur des plaques de mousse souple (19
entreprises) et un dans le sous-secteur de la mousse rigide (26 entreprises) sont proposcs a la
trente-deuxiéme réunion du Comité exécutif. Les trois projets parapluie devraient donner licu a
I’élimination de 2 418 tonnes PAO en 30 mois dans le sous-secteur de la mousse rigide et en
quatre ans dans le sous-secteur des plaques de mousse souple. Les projets du sous-secteur des
plaques de mousse souple sont proposés par la Banque mondiale et les projets du sous-secteur de
la mousse rigide sont proposés par ’ONUDI. L’ONUDI et la Banque mondiale ont toutes les
deux indiqué que la consommation dans le secteur des mousses, le secteur dont la consommation
est la plus élevée en Chine, a été de 23 145 tonnes de CFC en 1999, dont 19 164 tonnes de CFC-
11 et 3 981 tonnes de CFC-12. Elles ont aussi indiqué qu’il y a actuellement 67 projets en cours
qui donneront lieu a I’élimination de 5 414 tonnes de CFC-11. Le niveau de consommation de
1999 passera de 19 164 tonnes a 11 332 tonnes aprés ’achévement de ces trois projets et des
projets proposés a la trente-deuxiéme réunion.

2. La trentieme réunion du Comité exécutif a accordé¢ la somme de 300 000 $US a la
Banque mondiale pour la préparation d’une stratégie dans le secteur de la mousse dont
P’achévement est prévu pour décembre 2000. La Banque mondiale a indiqué dans son rapport
périodique que I’achévement de la stratégie a été reporté au mois de mars 2001 en raison de
difficultés éprouvées dans la collecte des données, et que la stratégie serait présentée a la trente-
quatrieme réunion au mois de juillet 2001. La Banque mondiale a également indiqué¢ que la
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Chine présente deux projets parapluie dans le sous-secteur des plaques de mousse souple et un
projet parapluie dans le secteur de'la mousse rigide comme projets pilotes avant la présentation
du plan de secteur afin d’acquérir de I’expérience dans la mise en ceuvre de projets parapluie
qu’elle pourra mettre en pratique lors de la mise en ceuvre du plan de secteur. Les trois projets
parapluie entreront en ligne de compte dans le plan du secteur des mousses et séront gérés dans
le cadre du programme annuel de 2001 lorsqu’ils auront €té approuvés.

3. L’envergure du sous-secteur de la mousse rigide ne sera déterminée qu’aprés
I’achévement de I’étude approfondie du sous-secteur actuellement en cours. Il existe 106
entreprises de fabrication de plaques de mousse souple qui n’ont pas encore reconverti leurs
opérations, ce qui représente 131 chaines de production. Environ 40 % de ces entreprises
consomment plus de 50 tonnes de CFC-11 par année, tandis que 30 % en consomment de 40 a 50
tonnes par année. On estime que toutes les entreprises qui consomment plus de 40 tonnes de
CFC par année (environ 74 entreprises) demanderont une subvention pour la reconversion a une
technologie a base de dioxyde de carbone liquide.

Plaques de mousse souple

a) Reconversion de la technologie a4 base de CFC-11 a une technologie a base de
dioxyde carbone liquide dans la fabrication de plaques de mousse de polyuréthanne
dans onze entreprises de Chengdu

b) Reconversion de la technologie a base de CFC-11 a une technologie a base de
dioxyde carbone liquide dans la fabrication de plaques de mousse de polyuréthanne
dans huit entreprises de la province de Henan

Projets parapluie de Chengdu et de la province de Henan

4. La Banque mondiale propose au nom de la Chine deux projets parapluie regroupant 19
entreprises fabricant des plaques de mousse de polyuréthanne souple a Chengdu (province de
Sichuan) et dans la province de Henan. La consommation totale de CFC-11 dans ces deux projets
est de 1527 tonnes PAO. Le projet parapluie de Chengdu comprend 11 entreprises dont la
consommation totale de CFC-11 est de 890 tonnes PAO tandis que le projet de Henan regroupe 8
entreprises dont la consommation de CFC-11 est de 637 tonnes PAO. La consommation
individuelle de CFC-11 des entreprises du projet de Chengdu varie de 76 a 86 tonnes, pour une
moyenne de 80,9 tonnes, et celle des projets de Henan varie de 65 a 87 tonnes, pour une
moyenne de 79,6 tonnes. Toutes les entreprises sauf deux utilisent deux distributeurs MaxFoam
dont le débit se situe entre 120 et 320 kg/min. Les deux autres entreprises du groupe Henan,
Yanshi et Yiyang Juijui, utilisent des distributeurs Vertifoam de 120 kg/min. Ces entreprises
fabriquent de 800 & 1 960 tonnes de mousse par année.

S. Toutes les entreprises élimineront 100 % de leur consommation de CFC en
reconvertissant leurs opérations 4 une technologie a base de dioxyde de carbone liquide. Le cott
total du projet a été calculé a partir du colt individuel de chacune des chaines de production.
Tous les projets comprennent le coit du remplacement des systémes d’entreposage, de dosage et
de mélange du CEC par des systémes convenant a une technologic a base de dioxyde de carbone
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liquide au coiit de 550 000 $US. Ce coiit comprend le systéme a base de dioxyde de carbone
liquide (360 000 $US), le systéme de pompage haute pression (60000 $US), le systéme de
refroidissement de la citeme de réserve (45 000 $US), les essais (15 000 $US) et I’assistance
technique (10 000 $US). Chacun des projets comprend également les droits de licence
technologique de 50 000 $US. Les économies différentielles d’exploitation des projets sont de
964 740 $US pour Chengdu et de 430226 $US pour Henan. Les économies différentielles

d’exploitation des entreprises individuelles ainsi que les autres caractéristiques sont présentées
aux tableaux 1 et 2.

Mise en ceuvre des projets

6. Le gouvernement de la Chine et la Banque mondiale proposent d’utiliser les deux projets
parapluie a titre de projets pilotes pour I’élimination des CFC dans les entreprises de production
de plagues de mousse souple restantes. On entrevoit la fusion des 11 entreprises du projet de
Chengdu en une seule entreprise qui subira une restructuration industrielle. De méme, les huit
entreprises du projet de Henan examinent [a possibilité de se fusionner en une seule entreprise et
d’effectuer une restructuration industrielle. Le gouvernement et les entreprises estiment que la
restructuration industrielle pourrait s’avérer le meilleur moyen de réaliser 1’élimination. Par
conséquent, les indicateurs de surveillance du projet de la Banque mondiale indiquent que la
création des groupes d’entreprises doit étre effectuée sclon les échéanciers suivants avant la
signature des accords de subvention avec les entreprises des deux groupes :

Entreprise du groupe Chengdu

Création de I’entreprise du groupe Chengdu Mai 2001
Présentation de I’accord de subvention au bénétficiaire  Juillet 2001
Signature de I’accord de subvention Octobre 2001

Entreprise du groupe Henan

Création de I’entreprise du groupe Henan Décembre 2001

Présentation de ’accord de subvention au bénéficiaire  Avril 2002

Signature de 1’accord de subvention Mai 2002

7. La Banque mondiale précise que les entreprises devront payer 24 % (Chengdu) et 17 %

(Henan) de ’investissement total des projets de Chengdu et de Henan. La Chine demande le plus
de souplesse possible pour que les projets parapluie soient mis en ceuvre de la fagon la plus
efficace possible afin de s’assurer que les objectifs d’élimination (PAO) sont respectés, que
I’équipement de base utilisant une technologic a base de SAO indiqué dans le sommaire du
projet soit rendu inutilisable ou détruit et non passé a d’autres usines de fabrication de mousse, et
que le CFC ne soit plus fabriqué aprés I’achévement du projet. Cette souplesse permettra aux
entreprises de Chengdu et de Henan de procéder a leur restructuration industrielle que les
entreprises et le gouvernement voient comme un meilleur instrument pour réaliser 1’¢élimination.

8. L’achévement des deux projets parapluic est prévu pour décembre 2004, méme si la mise
en service et I'achévement des essais sont prévus pour octobre 2003 a Chengdu et pour
septembre 2003 a Henan.
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Mousse rigide .

©) . Remplacement du CFC-11 par le HCFC-141b dans la fabrication de mousse de
polyuréthanne rigide isolante 4 vaporiser dans 26 entreprises

Projet parapluie de 26 entreprises

9. Les 26 entreprises regroupées dans ce projet parapluie ont consommé 978,8 tonnes PAO
(moyenne de 1996-1996). Ce projet donnera lieu a 1’élimination de 891,1 tonnes PAO. Les
entreprises participant & ce projet ont été présélectionnées par SEPA dans le cadre d’un
inventaire perpétuel du sous-secteur. Ces entreprises fabriquent de la mousse de polyuréthanne
rigide & diverses fins, surtout de I’isolant & vaporiser, des panneaux sandwich et des sections de
tuyaux préformées. Ces entreprises utilisent surtout des distributeurs ou des verseurs basse
pression de fabrication locale. Les 26 entreprises utilisent I11 appareils, au total, dont 61
appareils 4 vaporiser d’une capacité de 4 a 13 kg/min et 50 appareils a verser d’une capacité de
10 4 150 kg/min. Vingt-six des 111 appareils utilisés par les entreprises ont ¢té installés entre
févier et le 15 juillet 1995, et les autres de 1990 a 1994.

10. Toutes les entreprises reconvertiront leurs opérations a une technologie a base de HCFC-
141b. Les principaux éléments des coiits différentiels d’investissement de tous les projets sont le
remplacement des 61 appareils de mousse & vaporiser basse pression de fabrication locale et des
appareils a verser de faible débit par des appareils a vaporiser haute pression au coit de
18 000 $US chacun, le remplacement des appareils basse pression a débit éleve au coit de
80 000SUS-85 000 $US chacun et le remplacement d’un prémélangeur découvert au coit de
20 000 $US. Les autres coits d’investissement comprennent ’adaptation de deux distributeurs
haute pression de fabrication chinoise au coiit de 8 000 $US et de 10 000 $US, I’adaptation de
deux distributeurs de mousse a vaporiser Glascraft au cott de 7 500 $US, les essais, au colt de
2 000 $US 4 10 000 $US par entreprise selon la quantité d’équipement et le nombre de lignes de
produits, le transfert technologique et la formation au cout de 5000 $US a 8000 §US par
entreprise.

11. L’ONUDI a également indiqué que le projet parapluie approuvé servira de projet pilote
pour la mise en ceuvre de futurs projets dans le sous-secteur de la mousse rigide. Le profil des
entreprises du projet parapluie est présenté au tableau 3.



UNEP/OzL.Pro/ExCom/32/30/Chine
Page 8

Justiﬁcatibn de I’utilisation du HCFC-141b

12. L’ONUDI a indiqué que ses experts techniques ont visité les entreprises en juin et juillet
2000, avant la préparation des documents de projet, et ont discuté avec les dirigeants des choix
technologiques pour remplacer la technologie a base de CFC. Les entreprises ont été informées
en détail des choix existants. Aprés ces rencontres, les entreprises ont choisi une technologie
intérimaire a base de HCFC-141b jusqu’a ce qu’il y ait de nouveaux développements dans les
technologies a base d’eau et de HFC qui permettront I’utilisation de technologies sans PAO. Un
sommaire des réunions intitulé « Technology Selection Statement » est joint en annexe a cette
évaluation avec la lettre du gouvernement appuyant le choix du HCFC-141b par les entreprises.

Incidences des projets

13. L achévement des projets donnera lieu a I’élimination de 2 418,1 tonnes PAO, ce qui
représente 4,4 % de la consommation de substances du groupe I de ’annexe A de 1998 ou
10,4 % de la consommation de ces substances dans le secteur de la mousse. Il y aura une
consommation résiduelle de 87,4 tonnes PAO.

OBSERVATIONS ET RECOMMANDATIONS DU SECRETARIAT
OBSERVATIONS

Plaques de mousse souple

L. Le Secrétariat a discuté de plusieurs aspects des projets avec la Banque mondiale en
tenant compte de I'intention de la Chine d’utiliser les projets parapluie comme projets pilotes.
Les discussions ont porté sur la structure des cotts, I’échéancier de quatre ans pour la mise en
ceuvre, la fusion proposée des entreprises en deux groupes, la demande de souplesse maximum
du gouvernement de la Chine pour la mise en oeuvre des projets et les droits de licence.

Echéancier de la mise en oeuvre

2. En ce qui concerne I’échéancier, les indicateurs de surveillance du projet indiquent que
I’échéancier de quatre ans a été adopté afin d’accommoder les fusions proposées et les activités
de restructuration qui s’en suivront. Ces activités exigeront 6 mois dans le cas du groupe
Chengdu et 1,25 année pour le groupe Henan, et confirment que la fusion et la restructuration
dont il est question dans les documents de projet auront véritablement lieu.

Fusion des entreprises et restructuration de leur production

3. L’analyse de la production des entreprises individuelles révele que bien que le nombre
d’entreprises fonctionnant & pleine capacité soit faible (cnviron 10-15 %), toutes les entreprises
possedent unc capacité excessive qui devra faire I'objet d’une rationalisation industriclle apres la
fusion des entreprises en un groupe d’entreprises. Dans le sous-secteur de la mousse souple, la
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trés faible utilisation de 1’équipement comparativement 4 la capacité installée entrainerait la
fermeture de certaines chaines de production aprés la restructuration. Par conséquent, le
Secrétariat a informé la Banque mondiale qu’il pourrait étre préférable de proposer le projet
apreés la restructuration prévue des entreprises, lorsqu’on connaitra le nombre exact de chaines de
production & reconvertir dans les groupes d’entreprises. Cet argument est pertinent car les coits
d’investissement de la reconversion des chaines de production des plaques de mousse souple ne
sont pas reliés a la consommation de CFC ni a la production de mousse car les cofits du projet
sont calculés selon le nombre de chaines de production. La Banque mondiale a répondu en
manifestant une certaine inquié¢tude au sujet de la mise en ccuvre des projets, apres la
restructuration ou A titre individuel, méme si le concept de la mise en ceuvre demeure inchanggé.
Bien que la Banque mondiale ait précisé que la capacité demeurera inchangée, les cotts du projet
sont déterminés selon le nombre de chaines de production et non la capacité.

Demande de la Chine au Comité exécutif de lui accorder le maximum de souplesse dans la mise
en ocuvre des projets

4. Le Secrétariat n’a pas pu recommander cette requéte du gouvernement de la Chine pour
deux raisons :

(a) Le colt des projets parapluic a ¢té calculé a partir du nombre de chaines de
production.
(b) La rationalisation industrielle qui entrainerait la diminution du nombre de chaines

de production n’aura lieu qu’apres I’approbation des projets et de leur niveau de
financement, de sorte que le Comité exécutif serait dans I'impossibilit¢ de
déterminer si la subvention accordée correspond réellement aux cofits de
I”’élimination.

Droits des licences technologiques

5. En vertu de la décision 17/4 sur la rationalisation des droits de transfert technologique des
groupes de projets utilisant des technologies semblables, le Secrétariat a recommandé a la
Banque mondiale de négocier les meilleures conditions possibles pour les droits de licence
technologique (50 000 $US par entreprise) pour les projets. Le montant total des droits de licence
pour les deux projets est de 950 000 $US et il augmentera pendant la préparation des projets pour
les 106 entreprises restantes. La Banque mondiale a donné I’assurance que ce serait fait. Par
contre, elle a ajouté que la part inutilisée des droits de licence pour Henan serait retournée, tandis
que seules les économies excédant 645260 $US seraient retournées dans le cas de Chengdu.
L’analyse des coiits du projet (voir le tableau 1) indique que la situation pourrait se présenter
autrement. La Banque mondiale devrait étre tenue de rapporter au Comité exécutif tout accord
conclu avec les fournisseurs de technologie concernant la réduction des droits de licence.

Colits du projet

0. Les coits du projet calculés selon les entreprises individuelles ou les chaines de
production sont conformes aux régles en vigueur et ont ét¢ convenus comme calculés.
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Conclusion

7. Les projets sont soumis aux fins d’examen individuel pour les raisons énoncées ci-dessus.
8. Le Comité exécutif pourrait souhaiter demander au gouvernement de la Chine

d’encourager les entreprises concernées a accélérer le processus de restructuration et i négocier
par la suite le financement des reconversions selon les résultats de la rationalisation industrielle
et de la négociation des droits de licence. Une telle solution exigerait le retrait des deux projets
aux fins de présentation a une date ultérieure. Cette approche pourrait n’avoir aucune influence
sur la date d’achévement éventuelle car la rationalisation industrielle dont il est question dans les
propositions de projet actuelles pourrait retarder la mise en ceuvre des projets, méme si ceux-ci
sont approuvés tels quels.

Mousse rigide

9. Le Secrétariat et ’'ONUDI ont convenu des coits différentiels d’investissement. Par
contre, les discussions sur les cofits différentiels se poursuivent, surtout en ce qui a trait aux prix
des produits chimiques utilisés dans les calculs. Les résultats des délibérations seront
communiqués au Sous-comité sur I’examen des projets.
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Annex

Technology Selection Statement

UNIDO technical experts have visited the enterprises of this project prior to preparation
of the project documents in June/July 2000 and had discussion with the companies about the

choice of technology for replacing CFC-based technology. The enterprises were bnefed in detail
about the following:

¢ An overview of available interim (low ODP) and permanent (zero ODP) replacement
technologies;

e The “techno-economic impact” of each technology on the products manufactured and
the process and practices employed,

¢ Possible implications of each technology in terms of its impact on environment, health
and safety, ozone depleting potential, global warming potential, etc;

e It was emphasized to the companies that HCFC technologies are interim technologies
due to their residual ODP and therefore may continue to adversely affect the
environment, although at a lower rate than CFC’s.

The main conclusions reached by the enterprises through the discussions with UNIDO’s technical
experts were as follows:

¢ The use of HCFC-141b is the only currently feasible option for the rigid spray PU
foam production;

o  Water blown technology at this point results in a product that could not be sold
commercially, its density increases by 20-30% with a reduction in insulation value of
35-40%;

« The companies are not prepared, as per today, to operate with inflammable and
explosive materials;

« Many types of mechanical works, including welding are carried out in the production
buildings as well as “on site” services at the customers premises restricting application
of flammable blowing chemicals.

In view of the above among the available HCFC-141b based systems is selected as the interim

technology until new developments (water or HFC-based systems) allows the use of zero ODP
technologies.



Annex 9

BoE EH X B o R P B R

CHINA STATE ENVIRONMENTAL PROTECTION ADMINISTRATION
' 115 Nanxiaojie, Xizhimennei, Beijing 100035, The People’s
Republic of China

FACSIMILE COVER SHEET AND MESSAGE

Date:  2000/10/8 No. of Pages: 1
- (Including this cover sheet)
To: From: L
" Namc: Mrx. Yalchidag Name: Mr. Liu Yi
Acting Director Deputy Director-generat
Organization: UNIDO Dept.: FECO,SEPA,China
Fax No.: 43(1)26026-3939/6804 Fax No.:86-10-66151776

Subject: GOVERNMENT REVIEW AND ENDORSEMENT OF
USING HCFC-141B

According to the ExCom Decision 27/13, on bchalf of the
Government of China, I hereby endorse as following;:

1. SEPA has reviewed the specific situations involved with the

projects as well as its HCFCs commitments under Article
2F;

2. It has nonetheless determined that, at the present time, the
projects need to use HCFCs for an interim period;

3. It understands that no funding would be available for the
future conversion from HCFCs for these companies.

gl
Liuy:
Deputy Director General
FECO/SEPA : :
People’s Republic of China
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FICHE D’EVALUATION DE PROJET

SECTEUR : Halons Consommation sectorielle de SAO (2000) : 3 980 tonnes PAO (production)

Seuil de coiit-efficacité du secteur :

Titre du projet :

a) Programme annuel de 2001 — secteur des halons

S.o.

Données relatives au projet

Généralités

Consommation de l'entreprise (tonnes PAO)
Incidences du projet (tonnes PAO)
Durée prévue du projet (mois)
Montant initial demandé ($US)
Coiit final du projet ($US)
Cotts différentiels d'investissements a)
Fonds pour imprévus b)
Coits différentiels d'exploitation c)
Coft total du projet (a+b+c)
Participation locale au capital (%)
Pourcentage des exportations (%)
Montant demandé ($US)
Rapport colit-efficacité ($US/kg)
Confirmation du financement de contrepartie?
Agence nationale de coordination
Agence d'exécution

4 500 000

100 %
0 %

Banque mondiale

Recommandations du Secrétariat

Montant recommandé ($US)

Incidences du projet (tonnes PAO)

Rapport cotit-efficacité ($US/kg)

Coiits d'appui de I'agence d'exécution ($US)

Coiit total pour le Fonds multilatéral
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DESCRIPTION DU PROJET
(a) Programme annuel du secteur des halons pour 2000
1. La Chine demande le décaissement de la quatriéme tranche de 4,5 millions $US pour le

programme annuel de 2001 en vertu de I’approbation du plan sectoriel pour 1’élimination des
halons en Chine par le Comité exécutif (décision 23/11). Cette contribution financiére aura pour
effet de réduire la production de halon 1211 & un maximum de 3 317 tonnes et sa consommation
a un maximum de 3 117 tonnes en 2000. La production du halon 1301 sera maintenue au niveau
maximum convenu de 618 tonnes et la consommation a 300 tonnes. Les détails du programme
annuel sont contenus dans la demande présentée par la Banque mondiale et jointe en annexe au
présent document. Le programme annuel de 2001 comprend les activités suivantes :

a) 1,6 million $US serviront a racheter les quotas et, par voie de conséquence, a fermer 2-3
producteurs d’agents a base de halons;

b) 2,1 millions $US seront utilisés pour fermer et reconvertir 7-10 fabricants d’extincteurs
d’incendie;

¢) 0,4 million $US serviront a reconvertir les installations de 2-3 fabricants de systémes
d’extinction d’incendie;

d) 0,4 million $US serviront aux activités d’assistance technique afin d’appuyer le
programme d’élimination des halons et s’assurer qu’il demeure possible de répondre aux
exigences en maticre de protection contre les incendies.

2. Le gouvernement de la Chine continuera a mettre en ccuvre des politiques régissant les
soumissions de contrats de fermeture/reconversion des activités d’élimination des halons et les
quotas de production commercialisables, et & forcer ’interdiction d’installer des nouveaux
extincteurs aux halons a des fins non essentielles, notamment en restreignant de plus en plus la
définition des utilisations essentielles. L’interdiction d’utiliser les halons a des fins non
essentielles sera aussi appliquée en communiquant les détails de [interdiction aux
consommateurs éventuels dans les médias d’information, les bulletins, etc.; en assurant la tenue
d’inspections par les bureaux des incendies et les bureaux pour la protection de I’environnement;
en exigeant la remise de rapports périodiques par les bureaux locaux au ministére de la Sécurité
publique et a I’Agence nationale pour la protection de I’environnement, et en assurant un
contrdle rigourcux de la vente de halons.

3. Les activités d’assistance technique prévues pour 2001 porteront notamment sur le code
de conception des systémes d’extinction d’incendie par eau atomisée, la révision des codes de
conception pour l’'installation des extincteurs d’incendie dans les édifices, une étude de
faisabilité sur les produits de remplacement des systémes d’extinction des incendies fixes a base
de halons; des études sur les perspectives de marché des entreprises faisant "objet d’une
fermeture, et la formation du personnel participant aux activités de fermeture.
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OBSERVATIONS ET RECOMMANDATIONS DU SECRETARIAT
OBSERVATIONS
4. La décision 23/11 établit I’échéancier de la réduction de la production et de la

consommation pour la durée du projet d’¢élimination des halons en Chine, soit jusqu’en 2010. Les
réductions précisées dans le programme annuel de 2001 respectent cet échéancier.

Vérification technique

5. L’alinéa C de la décision 23/11 stipule qu’a compter de 2000, les paiements pour les
différents programmes annuels ne seront effectués que si le Comité exécutif regoit une
confirmation satisfaisante a I’effet que les réductions ont été faites conformément a I’échéancier
établi 4 ’alinéa A et aux exigences de I’alinéa F pour les deux années précédant I’année visée
par le programme annuel (c.-a-d. la confirmation du niveau de financement de 1998 déterminera
le niveau de financement pour 2000).

Retard dans la remise des résultats de la vérification

6. Comme la Banque a commencé la vérification des réductions de 1999 en retard, le
Secrétariat a reporté la date de remise des résultats de deux semaines. Le 27 octobre dernier, la
Banque a informé le Secrétariat que le rapport de vérification ne sera prét que le 15 novembre,
soit une semaine aprés la date limite d’envoi des documents au Comité exécutif. Tout comme
I’an demier, les résultats de la vérification ont été remis trop tard pour que le Secrétariat puisse
effectuer un examen de la situation avant I’envoi des documents ou que le Comité exécutif
puisse faire un examen de la situation a partir des documents de la réunion.

Premicre vérification technique indépendante effectuée en vertu de 1’alinéa D de la décision
23/11

7. Contrairement 4 I’an demnier, il s’agit de la premiére fois que le Comité exécutif
commande une vérification technique indépendante depuis I’approbation du plan du secteur des
halons de la Chine en octobre 1997. Le Comité exécutif a approuvé la vérification technique
comme composante des colits d’appui a la Banque mondiale pour le programme de travail annuel
de I’an 2000 (décision 29/58). L’alinéa D de la décision 23/11 stipule que « la Chine convient
également de permettre que des vérifications techniques annuelles indépendantes soient
effectuées selon les directives du Comité exécutif, pour vérifier que les niveaux annuels de
production et de consommation de halons convenus aux paragraphes a), ¢) et f) sont
effectivement respectés. »

Confirmation des réductions exigées en vertu de Palinéa C de la décision 23/11

8. Le Secrétariat a informé la Banque qu’il lui était impossible de recommander le
décaissement des fonds sans la confirmation de la vérification technique indépendante
obligatoire a I’effet que les réductions avaient ¢té faites. La Banque a répondu qu’exiger les
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résultats de la vérification technique pour décaisser les fonds & cette réunion modifie 1’accord
avec la Chine, ce qu’interdit 1’alinéa M de la décision 23/11, lequel stipule que « les éléments de
la présente décision ne peuvent pas étre modifiés par des décisions futures du Comité exécutif
pouvant avoir une incidence sur le financement du secteur des halons. »

9. La Banque a ajout¢ qu’en fournissant I’étude théorique effectuée par I’entreprise
responsable de la vérification, elle satisfait aux conditions autorisant le décaissement des fonds
mises de 1’avant a I’alinéa C de la décision 23/11.

Etude théorique

10.  Une étude théorique a été remise avec le plan annuel de 2001. Elle conclut que les
vérificateurs n’ont recensé aucune information, a Dintérieur des paramétres de I’étude, qui
indique que les réductions des niveaux de production et de consommation exigées en 1999 n’ont
pas €té réalisées. L’étude théorique avait pour but de fournir a la Banque mondiale « une certaine
assurance concernant les niveaux de production et de consommation de halons en Chine en
1999.» L’¢tude et ses conclusions ont été fondées sur des rapports de vérification de I’ Agence
nationale de vérification de la Chine, le bureau provincial de vérification de Zhejiang, les
programmes annuels du secteur des halons et les notes de service et les télécopies destinées aux
employés de la Banque.

L. L’¢tude théorique a soulevé les points suivants: la nécessité d’utiliser une approche
différente en mati¢re de surveillance et de vérification a 'usine de Zhejiang en raison de ses
circonstances d’affaires particuliéres; la nécessité d’améliorer la surveillance et le contrdle des
données de consommation en raison du risque inhérent du manque de précision des données sur
la consommation intérieure, et la nécessité d’inclure les données de production et de vente du
sous-produit halon 1202 dans le rapport de vérification car au moins 3 usines ont vendu du halon
1202 en 1995 et qu’il ¢tait plus rentable de le vendre que de le recycler pour le processus de
reconversion au halon 1211.

12. La vénfication spéciale dont a fait I’objet 'usine de Zhejiang s’est avérée nécessaire en
raison du fait qu’elle produit du halon 1211 et du halon 1301 sur la méme chaine de production.
L’entreprise produit du halon 1211 pendant quatre mois par année, posséde des stocks importants
de halon 1211 et malgré ces stocks, elle achéte et revend le halon 1211 des autres producteurs.

13. Il s’agit en grande partie d’une question de précision des données sur la consommation.
Etant donné que la consommation, aux fins de 1’accord, est définie selon la formule
< consommation = production - exportations + importations >, il est essentiel de posséder de
bons dossiers des niveaux d’exportation, d’importations et des transferts internes de halons d’un
producteur a un autre ou d’un producteur & un exportateur. La Banque a précisé que la
documentation nécessaire a été fournie a la suite de la réalisation de I’étude théorique et que les
données sur Pexportation ne tiennent compte que des exportations documentées.

14. Une fois terminée, la vérification technique en cours actuellement en Chine vérificra ct
communiquera les chiffres sur la production et la vente de halon 1202.
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Objectifs et résultats de fermeture/reconversion des usines d’extincteurs d’incendie a base
de halons

15. Les programmes annuels du plan du secteur des halons de la Chine précisent le nombre
de fabricants d’extincteurs d’incendie qui doivent faire I’objet d’un contrat et les résultats visés.
Le tableau ci-dessous précise les objectifs et les résultats de la Banque selon les objectifs et les
résultats indiqués dans le plan de 2001.

Programme Entreprises N N°© Achévement NP
annuel destinées a d’entreprises | d’entreprises réel* d’entreprises
faire recevoir | recevant un restant a restant a
un contrat contrat de contracter fermer ou a
fermeture ou reconvertir a
de la fin du plan

reconversion

Plan de secteur de 72 72

1997

Plan annuel de 20-25 16 56 72

1998

Plan annuel de 10-14 11 45 10 62

1999

Plan annuel de 33.37 13 32 8 54

2000

Plan annuel de 7-10 S.o. S.o. 22 32

2001

* Nombre d’entreprises dont la fermeture ou la reconversion prévue en 2001 est fondée sur les
contrats approuvés jusqu’en 2000.

16.
erroné.

La Banque a indiqué que I’objectif d’une année antérieure (comme indiqué en 2000) était

RECOMMANDATIONS

l. Le Comité exéeutif pourrait souhaiter tenir compte de ce qui précéde dans sa décision
d’approuver ou non le programme de travail du secteur des halons de la Chine pour 2001 et son
choix de la date & laquelle effectuer le décaissement.
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The Halon Sector
2001 Annual Program

Background

1. In accordance with the Executive Committee’s approval of the Sector Plan for Halon Phaseout in
China (UNEP/Ozl Pro/ExCom/23/68), China is hereby requesting release of the fourth tranche of US$4.5
million for implementation of the year 2001 Annual Program. With this funding, China halon 1211
production will be reduced to a maximum of 3,317 MT and its national consumption to a maximum of 3,117
MT in 2001. The halon 1301 production will be maintained at the agreed maximum level of 618MT and the

national consumption will not exceed a maximum level of 300MT. Details of the annual program are in Part
B.

2. Since the approval of the China Halon Sector Strategy at the 23" meeting of the ExCom and
release of funding for the first (1998) Annual Program, China has started implementation of the Halon
Sector Phaseout Strategy. From the start of the program, China has developed supporting policies and
regulations. From an initial total of 14 halon plants, 8 halon 1211 production plants have been closed and
dismantled completely and production and capacity has been reduced at the six remaining halon 1211
production plants. Out of a total of the 72 halon fire extinguisher manufacturers, 7 enterprises have signed
contracts to close their extinguisher production, and 30 enterprises have signed contracts to convert their
production fire extinguishers from halon to non-ODS extinguishers. 17 of the 37 enterprises have
completed closures/conversions, and the rest are implementing their conversions. At the end of 1999, the
total impact of the contracts for completed conversion or closure projects for extinguishers and systems was
2,731 MT of halon 1211. Out of a total of the 22 halon fire fighting systems manufacturers, three enterprises
have signed contracts to convert their systems from halon to non-ODS extinguishers; one has been
completed, and two are implementing their conversions. In 1999, the national consumption of halon 1211
was 5248 MT. There are 35 other fire extinguisher manufacturing enterprises and 19 fire extinguishing
systems manufacturing enterprises which have not yet started conversion. A total of 20 technical
assistance activities have started implementation, including activities for strengthening implementation

capacity, and preparation of standards to ensure quality and reliability of halon substitute fire extinguishers
and fire extinguishing systems.

3. The national production level of halon 1211 allowed for 2000 is 3,980 MT, a reduction of 1,990
MT from the allowable production level of 5,970 MT in 1999. As compared to the actual production level
in 1997, the total production reduction of halon 1211 will be 7,664 MT from 1997 to the end of 2000.
Production of halon 1301 has been capped at 618 MT, equal to halon 1301 production level in 1997.
Detailed implementation status is provided in Part A.

4. As far as the other halons are concerned, halon 1202 is generated as a by-product during the
production of halon 1211. According to information provided by the four largest halon 1211 producers, the
amount of halon 1202 generated averages between 20 and 30 kg per ton of halon 1211 produced. This
amount is captured in closed tanks, and is fed back into the production process of 1211 in a closed system.
Halon 1202 is neither vented, nor sold. The Ministry of Public Security (MPS) has also promulgated a
regulation to ban the sales of halon 1202 in the market. The halon sector team set up by SEPA is confident
that, based on their investigations, there is no halon 1202 sold in the market. China has never produced
halon 2402, and has never had plans to do so . In accordance with national regulations, a new halon 2402
production facility would require a new production license, and such a license can no longer be obtained

because of a ban on setting up new halon production facilities or expanding existing halon production
facilitics.

5.

‘These phaseout results have been achieved through the close cooperation between State




Environmental Protection Administration (SEPA), the Ministry of Public Security (MPS), China National
Chemical Construction Corporation (CNCCC) and the fire fighting enterprises. The experience of
implementation has confirmed the necessity of strong policy enforcement and monitoring of the halon
‘phaseout program. Because of the number and geographical distribution of the enterprises involved, the
success of the program depends to a large extent on the cooperation and support from provincial and local -
Environmental Protection Bureaus and Fire Fighting Bureaus. For this reason, training and public
awareness continue fo be key elements in the halon sector plan implementation.

6. While halon phaseout is important for meeting China’s commitments to the Montreal Protocol, an
assured and adequate supply of alternative fire extinguishing agents and fire fighting equipment is essential
for ensuring that the national fire protection and fire fighting capacity are maintained. With the rapid
reduction of halon 1211 supply, special initiatives have been taken to strengthen the supply of ABC powder,
foam and CO; cylinders. Contracts have been signed for setting up an ABC dry powder plant, and a
feasibility study has been undertaken to assess the financial and technical parameters of setting up the
production of light weight CO2 cylinders. In addition, a special initiative is being taken up to provide

testing equipment to test plant protein foam, a new fire-fighting alternative to halons developed

indigenously in China.

Halon Production and Consumption

7. The production and consumption of halons in China after the start of the halon sector plan has been
as follows:

Table I: Annual Production and consumption of Halons under the Sector plan

Halon 1211 Halon 1301
Production consumption Production consumption
Planned Actual Planned Actual Planned Actual Planned | Actual

1997 9,950 11,644 NA 10,849 NA 618 NA NA
1998 7,960 7,842 7,160 7,218 618 450 300 -152%
1999 5,970 5,965 5,370 5,248 618 484 300 299
2000 3,980 3,580 618 300

2001 3,317 3,117 618 300

2002 2,654 2,654 600 150

2003 1,990 1,890 600 150

2004 1,990 1,890 600 150

2005 1,990 1,990 600 150

2006 0 0 0 150 100

2007 0 0 0 150 100

2008 0 0 0 150 100

2009 0 0 0 150 100

2010 0 0 0 0

*: The consumption of —152MT of Halon 1301 reflects the export of 602MT, which includes part of the
stock (328MT) from the previous year’s production. Therefore, the total consumption in 1998
(Consumption = Production +lmport —~Export) is negative.

Consumption on this table was determined in accordance with the ExCom approval conditions as total
annual production plus imports, minus exports. China has reported that no other halons were produced in
China, including halon 1202 and halon 2402.




Part A

Implementation Status Of Previous. Annual Programs .

Status of 1998 Annual program

8. Phaseout targets and objectives.  The phaseout target for the 1998 Annual Program was (a) to
reduce halon 1211 production from the level 0f 9,950 MT to a maximum of 7,960 MT and consumption to a
maximum of 7,160 MT and (b) to maintain halon 1301 production at a maximum of 618 MT and
consumption at a maximum of 300 MT. 1998 actual production of halon 1211 was 7,842 MT and actual
consumption was 7218 MT. The halon 1211 domestic consumption exceeded the agreed level, as exports
of halon 1211 turned out to be lower than expected, and this was discovered only when the export figures
became available in the beginning of 1999. The halon 1301 production was reported to be 450 MT and
consumption to be -152 MT. It reflects the export of 602MT, which includes the part of the stock from the
previous year’s production. As the consumption is defined as: production+import-export, the consumption

figure becomes negative.  The China National Auditing Office (CNAO) had audited the 1999 production
and consumption data and found them accurate.

9. Implementation of policy instruments. The production quota regulation became effective in
December, 1997. The national 1998 halon quota was issued and each producer was assigned a halon 1211
1998 production quota and one producer was assigned the halon 1301 production quota. The data reported
by the producers was verified by SEPA and MPS.

Enterprise-level phascout activities

10. Closure halon production facilities. All contracts were signed with bid winners who had stopped
halon production by January 1, 1998. Their production facilities were dismantled and equipment was
completely destroyed by March 1998. Details are in Annex 1.

1. Closure & conversion of halon fire extinguisher & system manufacturers. Contracts were signed
with 15 extinguisher and one system manufacturers for a reduction halon 1211 consumption of 2,617 MT.
Two extinguisher manufacturers had selected closure and the other selected conversion. All had completed

their closure and conversion activities in carly 2000 and were commissioned by SEPA and MPS. Details
are in Annex 1L

Technical Assistance (TA) Activities

12. Al 'TA projects have been completed. The Chinese project team has completed the draft code on
the design code of gaseous fire extinguishing system at the end of 1999, but the National Standard Bureau
has not yet confirmed the draft code yet. The “halon management plan - provincial demonstration center”

undertaken by Guangdong fire fighting bureau has been commissioned, while the other TA activities will be
commissioned by the end of 2000. Details are in Annex I1.

Status of 1999 Annual Program

13. Phaseout targets and objectives.  The phaseout target for the 1999 Annual Program was (a) to
reduce halon 1211 production from the actual production level of 7,842 MT to a maximum of 5,970 MT and
consumption to a maximum of 5,370 MT and, (b) to maintain halon 1301 production at a maximum of 618
MT and consumption remain at 300 MT. Halon 1211 production was reported to be 5,965 MT and
consumption to be 5248 MT. Halon 1301 production was reported to be 484 MT and consumption to be 299
MT. All were below the level allowed in the approval conditions of the Sector Plan. The CNAO had




audited the production and consumption data and verified their accuracy.

14. Another main objective of the Halon Sector Plan is to ensure that the level of fire protection
capability in China is not compromised through halon phaseout activities, and that suitable quahty
substitutes are available in sufficient quantities. .

15. Implememalion of policy instruments. The quota system is the main tool for the
implementation of the halon phaseout. Itis supported and enforced fully by MPS. MPS has simultaneously
strengthened its enforcement of the regulation on use of halon 1211 fire extinguishers, which has further
reduced the demand for halon 1211. The halon 1211 quotas for halon exporting enterprises are now
administratively split up into production quotas for domestic consumption and for export. Three halon
producers who are allowed to export halon directly, (Zheijiang Chemical Industry Research Institute Plant,
Zheijiang Dongyang Chemical plant and Shangdong Shouguang Fire-Extinguishing Agent Plant), have all
received their annual halon 1211 production quotas divided into separate quota allocations for domestic
consumption and for export. Utilization of the export component requires proof of export orders.

Enterprise-level phaseout activities

16. Closure of halon production facilities. Contracts were signed with 4 bid winners. The total
halon 1211 quota reduction effected was 1,942 MT , thereby staying within the 1999 national halon 1211
allowable production level of 5,970 MT. One producer stopped its halon production before January 1, 1999,
and its production facilities were dismantled and equipment was completely destroyed by March 1999. The
three other producers signed quota reduction contracts and their production stayed within their production
limit. Details are in Annex L.

17. Closure and conversion of halon fire extinguisher & system manufacturers. Contracts were
signed with 10 halon extinguisher and one system manufacturers selected through a bidding process for a
reduction of halon 1211 consumption of 1,317 MT. In this program, 2 extinguisher manufacturers sclected
closure and the other 9 selected conversion. The 2 closure projects have been completed and passed the
acceptance requirements of China. Most of the conversion activities have also been carried out. Details are
in Annex 1.

Special initiatives

18. ABC dry chemical powder.  The shortage of suitable quality ABC powder is posing a problem.
The implementation of the first two years of the Halon Sector Phaseout Plan has resulted in the phaseout of
production of about 6,000 MT of halon 1211, greatly increasing the market demand for halon substitutes.
ABC dry powder has been identified as one of the main substitutes. Steps have been taken to address the
low production levels of ABC dry powder at the Beijing Fire Fighting Agent Factory, which was
experiencing low output because of a combination of technical problems , enterprise management issues,
and market penetration constraints of the costlier higher quality ABC dry powder when compared to the
lower prices of existing Chinese ABC and BC dry powder. SEPA and MPS are trying to address these
issues.

19. To maintain the required level of fire fighting capacity in China, it also became necessary to
establish an additional ABC dry powder production line with an annual capacity of 3,000 MT. The Foshan
Electro-chemical General Plant was selected for installing this capacity, and has already received all the
required equipment for the ABC production line at the plant site by May 2000. Foshan is presently carrying
out trial production on the production line and it is expected that the commercial production of ABC powder
will start by October 2000.

20. Light weight high pressure CO; cylinders.  The need for light weight high pressure CO,
cylinders is another concern which was addressed in the 1999 Annual Program. Domestically manufactured




CO; fire extinguishers do not meet international standards in terms of production technology and the quality
~ of steel used. Weifang Dongming Fire-fighting Equipment Co.Ltd was selected to set up such a production

line, and a feasibility study has been undertaken to examine the financial and technical parameters of
establtshmg the production line of light weight CO, cylinders.

Technical Assistance Activities

21. Consulting companies for all TA activities have been selected. All TA projects are proceeding in
accordance with the agreed implementation plans. The standard of HFC227 has been drafted and circulated
for technical review. The other 6 TA projects on standards revision and test method as well as related rules
on halon 1211 and CO; extinguishers have been carried out smoothly. For the halon management plan, one
additional provincial demonstration center for halon management activities has been started. The project
has been undertaken by the Beijing Fire Fighting Bureau. As part of the Beijing halon management
demonstration project, several related policies on halon phaseout have been promulgated and a survey on
halon in the Beijing area has been carried out. Details on the status for TA activities are in Annex I11.

Status of 2000 Annual Program

22. Phaseout targets and objectives. ~ The phaseout target for the 2000 Annual Program is to (a)
reduce halon 1211 production from the actual production level of 5,965 MT to a maximum of 3,980 MT and
limit consumption to a maximum of 3,580 MT, and (b) to maintain halon 1301 production at 618 MT and
consumption remain at 300 MT. The annual plan is currently under implementation.

23. Implementation of policy instruments.  The quota system is the main tool for the implementing
the halon phaseout and is supported fully by MPS. MPS has simultancously strengthened its enforcement

of the regulation on use of halon 1211 fire extinguishers, which has further reduced the demand for halon
1211

Enterprisc-level phaseout activitics

24. Closure of halon production facilities.  Contracts were signed with all 6 remaining halon
producers through proportional reduction of quotas. The total halon 1211 quota reduction through these
contracts was 1,990 MT from the 5,965 MT production level, and will thereby stay within the annual halon

1211 target in 2000. All the 6 partial closure projects are now producing halons based on their reduced
quotas. Details are in Annex 1.

25. Closure & Conversion of halon fire extinguisher manufacturers. Contracts were signed with
12 halon extinguisher and one system manufacturers selected through the bidding process with a reduction
of halon 1211 consumption of 1,138 MT. In this program, 3 halon fire extinguisher manufacturers selected
closure and the other 10 selected conversion. The 3 extinguisher closure projects have been completed and
certified.  Most of the conversion activities have also been carried out. Details are in Annex I1.

Special initiatives

26. Halon Banking. With the rapid phaseout of Halon 121 1in the past three years, it is necessary
to start to planning the construction of a Halon Bank in order to meet the demand for essential uses after the
complete phaseout of Halon 1211 in 2005. To gain experience and better understanding of halon banking,
China has decided to establish halon banking and recycling centers in certain provinces. Guangdong
province has been chosen to set up a branch of the China National Halon Bank. A company has been chosen
to operatce the facility and recycle and store 1alon 1211 in the province.

27. Plant-Protein based foam. In the Halon Phaseout Sector Plan, foam agent is one of the major
substitution agents. At present China mainly produces and consumes two kinds of foam agent:




animal-protein-based agent and AFFF. Both these agents have the common disadvantages of not being
environmentally benign, and being corrosive to extinguisher cylinders which impacts on the extinguishing
capacity. The production of AFFF has recently been discontinued in the USA because of environmental
concerns. A new plant-protein-based foam agerit has been invented by the Hongsen Fire-fighting Hi-tech.
Co., Ltd., and has undergone some tests. In order to guarantee the quality of the product, China considers it
necessary to set up a test laboratory with adequate testing equipment in this agent’s production plant. This
contract was signed in early September.

28. MIS. The Halon Management Information System was the first one in PMO to manage
implementation of the Sector Plan, and was developed using the FoxPro database software. With the
development of ODS phaseout program in China, additional Management Information Systems have been
developed for various ODS sectors. However, as these were developed using later generation Access
database software, the Halon Management Information System has become incompatible with the newer
systems. In order to provide a complete picture on ODS program to SEPA management and project teams, it
became necessary to convert the MIS to Access. This has been completed.

29. Compilation of standards. The government has promulgated several policies and technical
standards related to Halon phaseout in China. Substitute production is also under way. China therefore
considers this the appropriate time (o compile a book to comprehensively introduce all these activities and
substitution technologies. Such a publication will guide the phaseout of Halon in future years. It is expected
that the book will be published in October, 2000.

30. National Conference. The Halon Sector Plan has been implemented successfully in the past three
years. To guarantee the complete phaseout of Halon as scheduled and to maintain the required levels of fire
fighting capacity in China, SEPA and MPS plan to hold a national meeting on Halon phaseout. The purpose
of the meeting is to review the past experience and look forward to future tasks, as also to promote the

experiences of the provincial demonstration centers. The meeting is planned to be held in the middle of
November, 2000.

Technical Assistance Activities

31. The terms of reference of all TA projects have been prepared and the short lists for bidding have
been reviewed by the World Bank. All contracts are expected to be signed by the end of 2000. The TA on
“design code for water-mist fire extinguishing systems” has been deferred to the 2001 Annual Progam.




PART B

2001 ANNUAL PROGRAM
Objectives

32. The phaseout target for the 2001 Annual Program is (2) to reduce halon 1211 production from the
level of 3,980 MT to a maximum of 3,317 MT and consumption to a maximum of 3,117 MT and, (b) to
maintain halon 1301 production at 618 MT and consumption remain at 300 MT. The 2001 program will
also continue actions to ensure that the fire fighting capacity is not undermined as the result of an
insufficient supply of substitutes of satisfactory quality.

33. China is requesting the release of the approved amount of US$ 4.5 million for the 2001 Annual

Program as agreed in the overall Halon Sector Phaseout Plan. To achieve these goals, the following
activities are envisioned:

a) US$1.6 million to be used for buying back quotas and as a result closing 2-3 halon agent producers;

b) US$2.1 million to be used for closing and converting 8-10 fire extinguisher manufacturers;

¢) US$0.4 million to be used for converting 2-3 fire extinguishing system manufacturers; and

d) US$0.4 million to be used for technical assistance activities in order to support the halon phaseout
program and ensure that existing fire protection requirements can be met..

Policy instruments during the Year

34. Policies to be continued. In 2001, the following policies and measures will continue to be

implemented by the Government. These policics are considered necessary for the success of a total halon
phascout in China.

a) Bidding -- The bidding system will continue to be improved based on the experiences gained from
the 1998, 1999 and 2000 Annual Programs. Preparatory work will be finished in the second half of
2000. Bidders with the highest scores will be awarded grant funds after bid evaluation. The
Government will sign closure/conversion contracts with the winning enterprises.

b) Tradable production quota - The regulation will be implemented as in 1998, 1999 and 2000.

c) Strengthening of the ban on new installations of halon extinguishers for non-essential uses and a
gradual tightening of the definition of essential uses.

35. In order to support local enforcement of the ban on non-essential uses of halons in the most
effective manner, the Government will ensure that:

a) SEPA/MPS will disseminate details of the ban to all prospective consumers through various
channels (news media, bulletin, propaganda, etc.);

b) Local fire burcaus and environmental protection bureaus will jointly inspect consumers on a
regular basis. If any consumer is found to be using the newly-installed halon fire extinguishers in
non-essential areas, the consumer will be required to change within a definite time.

c) Joint inspection teams of the local fire bureaus and environmental protection bureaus will be
required to submit regular reports to MPS and NEPA about the situation and measures in
implementation of the ban.

d) Strictly control the sales of halon by implementing the project of two demonstration centers and
spreading the expericnce to other provinces in order to reach phaseout goals.




Enterprise-level activitics

36. Through the production quota and bidding systems, bid winners will be granted funds for closure
and conversion activities. All contracts for closures are expected to be signed by the end 0£2000. Closure
projects (for halon agent producers) are expected to take effect from January 1, 2001 and all the closure
projects to be completed within the program year. All contracts for conversion projects are expected to be
signed in the first three months of 2001 and implementation will start afterwards. Implementation may take
one year.

Technical assistance (TA) activities

37. TA activities envisioned under the Sector Phaseout Plan concentrate on strengthening: (i) the
overall institutional framework, (ii) management, monitoring & evaluating capabilities of participating
institutions, (iii) technical personnel involved in halon phaseout activities, and (iv) support development
and facilitate use of alternative technology. These are essential to the success of the phaseout objectives.
The main TA activities in 2001 include:

38. Design Code for Water Mist Fire Extinguishing Systems: As an alternative technology for halon
fire extinguishing systems, water mist systems provide a good performance and cost effective alternative to
halon systems. Water mist systems have been gaining acceptance in many industrial and commercial fire
protection applications in other countries. Earlier work in China consisted of developing a fire test which
can now serve as the basis for a design code. The development of the design code for water mist systems is
necessary to provide this attractive, cost- and performance-effective alternative to halon systems.

39. Revision of Design Code for Installation of Fire Extinguishers in Buildings: The existing
“Design Code for Installation of Fire Extinguishers in Buildings” was issued on September 1, 1991. It was
used as a guideline for checking and reviewing the location of fire extinguishers in building, it specified the
appropriate type of extinguishers and fire fighting capacity. It was carried out and implemented widely and
usefully by local fire monitor departments and construction design institutes. With the implementation of
halon sector approach in China, a lot of areas defined in the code in which halon extinguishers are available
have to be s be redefined and restrained. Therefore, it is necessary to revise the Design Code to reflect the
current situation.

40. Feasibility Study on Substitutes for Halon Fixed Fire Extinguishing Systems: With halon
phasing out in China, some substitutes for halon fire extinguishing system have been developed and applied
in China. In the Meantime, a lot of new halon alternative systems developed by international fire companies
are introduced into China in recent years. However, it is rather difficult for fire-fighting departments,
designing institutes and customs to evaluate and select suitable fire extinguishing system for different kind
of uses and applications . In order to guide the application and monitor the application, a study to evaluate
the quality and performance of these systems is necessary and will support the implementation of the halon
sector approach.

41. Studies of Market Prospect for Closure Enterprises: With the implementation of the Halon sector
approach, more and more enterprises have been closed down. For enterprises whose sole activity was the
production of Halon, itis very important that they study the market and convert their production activities to
other products. As the capacity of small enterprises in such aspects is rather limited, it is necessary to
provide assistance from consultant firms to help in their investigation and market evaluation.

42. Training of Personnel Involved in Phaseout Activities: In order to implement the phaseout plan
effectively, it is necessary 1o train staff of local environmental protection bureaus, local fire bureaus and
halon enterprises. Training is needed to prepare enterprises to bid in the following year, to supervise halon
production and consumption, to manage the tradable production quota system, and to learn operating
procedures in the halon sector phaseout approach. In addition, as the halon sector approach requires
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financial and performance audits it is necessary to provide training for audit agencies on the sector approach
and the annual plan. This type of training will need to be repeated every year in the first few years of
_implementation. ’ ' ‘

43. The above policy initiatives, enterprise-level and technical assistance activities are sumnmarized in
Table 11 below.




Table II. 2001 Annual Program

Halon phaseout targets & pohcy instruments

Start of Phaseout Endof | ‘
program | Target program |~ Key Actions Required ) Key Dates '
‘  (MD MT) MT) | .
Halon 1211 1. Closures of halon agent producers |1. Jan-Dec. 2001
Production 3,980 663 3,317
2. TA activities to help phaseout
o.w. export 400 200
1. Closures of extinguishers 1. Jan.-Dec.
Consumption} 3,580 463 3,117 manufacturers 2001
2. Conversion of halon fire 2. 1 quarter of
extinguishers to non-halon 2001 to start
extinguishers conversion
3. Policies and awareness to limit
demand for halons
Halon 1301 1. Jan. - Dec.
Production 618 0 618 1. Activities to help phaseout.
Consumption 300 0 300 1.Appropriate TA to help future 1. Jan. — Dec.
phaseout.
2. Policies and TA activities to direct
users toward substitute fire
extinguishing systems

Continuation of policy instruments
Policy Instruments Actions Required Key Dates

1. Bidding system |1. Training for the 2001 bidding 1. Sept./Oct. 2000
2. Bidding started 2. Oct. 2000
3. Bidding completed 3. Dec.2000
4. Bid winners awarded for 2001 4. Dec. 2000
5 Contracts signing with winners 5. Dec. 2000
6. Implement closure/ conversion contracts. 6. Closure -- Jan. To Dec.
2001

Conversion—starting
Jan. for 12 month period

—

2. Tradable Establish 2001 halon production quota ; 1. Dec. 2000
production quota {2. Issue 2001 production quota to halon producers for 2001 2. Dec. 2000
for halon
producers

3. The ban on 1. Promotional campaign on the ban, through various channels;]1. Through 2001
halon extinguisher]2. Joint supervision of ban by local Fire Fighting Burcaus and |2. Through 2001
uses in Envir. Protection Bureaus.
non-essential
areas




Table II: 2001 Annual Program (Contd.)

: Enterprise-level Activities
Funding | Existing # of # of .
Requested |Enterprises| enterprise | enterprises at Key Actions Required Key Dates
(US$ milh targeted | end of 1999
I. Closure of 1.6 6 2-3 3-4 Selection through bidding 1. Bid winners
halon process or administrative action announced in Dec,
agent 2000
producers 2. Contracts signed
Dec. 2000
3. Completed within
12 months
2. Closure & 2.1 35 7-10 25-28 Selection through bidding, 1. Bid winners
conversion process announced Dec.
of halon 2000.

extinguisher 2. Contracts signed no

manufacturer later than May 2001

3. Completed within
12 months afler
signing contracts

3. Conversion 0.4 18 2-3 15-16 Selection through bidding I. Bid winners and

of halon fire process contracts signed no

extinguishing later than May 2001

system 2. Completed within

manufacturers 12 months afler
signing contracts
Subtotal 4.1
TECHNICAL ASSISTANCE ACTIVITIES
MLF funding
Activities requested Actions Required Key Dates
(US$000)

1. Formulating Design Code for Mist 55 Selection of qualificd institutions to 1. Contract signed no
Water Fire Extinguishing System” formulate the code later than 2Q 2001.
2. Finish work within
12-24 months afier

signing contracts.

2. Revision of Design Code for 25 Selection of qualified institutions to I. Contract signed no
Installation of Firc Extinguishers formulate design code later than 2Q 2001.
for Buildings 2. Finish work within

12-24 months afler
signing contracts.

3. Feasibility Study on Substitutes for 90 Selection of qualified institutions to carry |1. Contract signed no
Halon Fixed Fire Extinguishing out the study later than 2Q 2001.
Systemis 2. Finish work within

12-24 months after
signing contracts.

4. Studies of Market Prospect for 60
Closure Enterprises

5. Training 60 Training will be carried

out through the 2001.
6. Audit 70
7. International consultants 40 International consultants will be recruited by SEPA to help focal
consultaat firms (o study, design and revise standards, codes, etc.
Appointments dates will be throughout 2001,
Subtotal 400
TOTAL for phaseou AVt esnda 4,500




Table IT1I: 2001 Annual Program - Proposed Performance Indicators

Halon Phaseout Targets

: ~Startof |- Phaseout End of »
- Halon sector program ‘Target | prograni Performance Indicators
(MT) MT) (MT) .

Halon 1211 + Production levels (national

Production 3,980 663 3,317 aggregate halon
1211production)

0.w. exports 400 200

Consumption 3,580 463 3,117 « Consumption levels (national
halon production plus import
minus export)

Halon 1301 618 0 618 «  Production levels (national
Production phase- aggregate halon 1301 production)
Out target
Consumption 300 0 300 « Consumption levels (production
Phaseout target plus imports minus exports)

Continuation of Policy Instruments

Initiatives

Performance Indicators

Bidding system

« bidding for 2001 annual plan
«  Winning enterprises for 2001 selected
« Enterprises trained for bid preparation for 2001 bidding

Tradable production quota for halon o

producers

Annual production quota to halon producers for 2001 issued
« Production reports from enterprises received

The ban on halon extinguisher uses i | o

non-essential areas

Promotional campaigns on the ban undertaken;

« Local Fire Fighting Bureaus and Envir. Protection Burcaus engaged in
overseeing ban enforcement.

Enterprise-level activities

Funding

Existing #l of
Activities requested | Enterprises {enterprises at Performance Indicators
(US$ mil.) end of 2001
Closure of halon agent 1.6 6 3-4 o Number of ODS reduction contracts signed
producers for closure
= Number of closures completed
Closure & conversion of halon 2.1 35 28-32 e Number of ODS reduction contracts signed
extinguisher manufacturer for closure or conversion
e Number of closures completed
+  Number of conversions completed and
Implementation progress
Conversion of halon fire 0.4 18 16-17 «  Number of ODS reduction contracts signed
extinguishing system for conversion
manufacturers b Number of conversions completed and/or
implementation progress
Subtotal 4.1 }  Total disbursement o enterprises




Table III: 2001 Annual Program - Proposed Performance Indicators (contd.)

Technical assistance activities

Activities ' ' Amount in Performance Indicators |
US$°000 ’
1) Formulating Design Code for Mist Water Fire Extinguishing System” 55 Date of invitation sent
2) Revision of Design Code for Installation of Fire Extinguishers for Buildings 25 Date of bidding
‘ Date of bid awards
3) Feasibility Study on Substitutes for Halon Fixed Fire Extinguishing Systems 90 Starting date of Contract
Implementation schedule
4) Studies of Market Prospect for Closure Enterprises 60
5) Training 60 Training dates
Training participants
6) Audit 70
7) International consultants 40 Date of invitation sent

Date of contracts
Contracts dates and amounts
Date of completion of works

400

$4.5million




Closures of halon production facilities and lines

I. 1998 Annual Program

ANNEX 1

Table 1: Closure of Halon 1211 Plants with 1998 Production Quotas -

Halon Implementation
Name of the plant phascout Closure date status Remarks
MT)
1.Zhedong No.1 Chemical Plant 347 January 1, 1998 Project completed Plant closure
2.Zhejiang Dongyang No.2 Chemical 1,004 January 1, 1998 Project completed Plant closure
Plant
3.Zhejiang Xiaoshan Fire-fighting 387 January 1, 1998 Project completed Partial  closure.
Chemical Plant One out of two
production  plant
closed.
4 Foshan Electro-Chemical General 300 January 1, 1998 Project completed Partial closure.
Plant Reactor pipes
dismantled.
Total (Quotas sold back to 2,038
Govt.):

Table 2: Closure of Halon 1211 plants not assigned 1998 production quotas

Halon Year of stop Implementation
Name of the plant phaseout production status Remarks
(MT)
1.Dalian Fire-extinguishing 165.9 1997 Equipment  dismantled | Dismantling and
Agent Plant completely destruction of
equipment verified
2.Zigong Fujian Chemical 54.0 1997 Equipment  dismantled | Dismantling and
Plant completely destruction of
equipment verified
3.Guangdong Dongguan Fire- 320.0 1997 Equipment  dismantled | Dismantling and
fighting Equipment Plant completely destruction of
equipment verified
4.Guangxi Beihai Ocean 40.0 1997 Equipment dismantled { Dismantling and
Chemical Plant completely destruction of
equipment verified
5.Wenling Salt Farm Chemical 70.5 1997 Equipment dismantled | Dismantling and
Plant completely destruction of
cquipment verified
Total 650.4




II. 1999 Annual Program

Halon Implementation 4
Name of the plant phaseout | Closure date status Remarks
(MT) .
1. Zhejiang Xiaoshan Fire-fighting 400 January 1, 1999 Project completed Plant closure
Chemical Plant Plant closed :
2.Shandong Haihua Group Shouguang 500 January 1, 1999 Project completed Partial closure.
Fire-fighting Chemical Plant Reactor pipes
dismantled
3.Wuxian Chemical Plant 388 January 1, 1999 Project completed Partial closure.
Reactor pipes
dismantied
4. Zhejiang Dongyang Chemical 654 January 1, 1999 Project completed Partial closure.
Plant Reactor pipes
dismantled
Total (Quotas sold back to Govt.): 1,942

II1. 2000 Annual Program

Name of the plant

Halon
phaseout

(MT)

Closure date

Implementation
status

Remarks

1. Zhejiang Dongyang Chemical
Plant

779

January 1, 2000

Producing basing on
reduced quota

Partial closure.

2.Shandong Haihua Group Shouguang
Fire-fighting Chemical Plant

451

January 1, 2000

Producing basing on
reduced quota

Partial closure.

3. Wuxian Chemical Plant

170

January 1, 2000

Producing basing on
reduced quota

Partial closure.

4. Zhcjiang fire-fighting Chemical Plant

130

January 1, 2000

Producing basing on
reduced quota

Partial closure.

5.Foshan electro-chem general plant

381

January 1, 2000

Producing basing on
reduced quota

Partial closure.

6.Zhcjiang chemical research institute

79

January 1, 2000

Producing basing on
reduced quota

Partial closure.

Total (Quotas sold back to Govt.):

1,990




List of beneficiary fire extinguisher and systcm manufacturers

"L 1998 Annual Program

ANNEX II

Name of the Project | Phaseout Completion
manufacturer starting amount Implementation Status date Remarks
date (MT) '
1.Zhejiang Xiangshan No.1 1998.03.14 223.0 | Complete/ equipment 1999.12.22 Plant
Fire-fighting Equipment dismantled. closure
Plant
2.Zhejiang Yiwu Fire-fighting 1998.03.14 162.2 | Complete/ equipment 1999.06.23 Plant
Extinguisher Plant dismantled. closure
3.Changzhou Fire-fighting 1998.03.14 47.5 | Complete/PCR finalized 1999.12.27 Conversion
Equipment Plant
4.Dalian Jinzhou Fire-fighting 1998.03.14 105.7 | Complete/PCR finalized 2000.01.05 Conversion
Equipment Plant
5.Guangxi Wuzhou Fire- 1998.03.14 52.4 | Complete/PCR finalized 2000.01.06 Conversion
fighting Equipment Plant
6.Guangzhou Zhujiang Fire- 1998.03.14 138.4 | Complete/PCR finalized 2000.0105 Conversion
fighting Equipment Plant
7.Jiangxi No.1 Fire-fighting 1998.03.14 220.8 | Complete/PCR finalized 2000.01.08 Conversion
Equipment Plant
8.Nanjing Heli Fire-fighting 1998.03.14 146.4 | Complete/PCR finalized 1999.12.27 Conversion
Equipment Plant
9.Ningxia Yongning Fire- 1998.03.14 23.0 | Complete/PCR finalized 2000.01.09 Conversion
{ighting Equipment Plant
10.Panyu Shengjic Fire- 1998.03.14 435.1 | Complete/PCR finalized 2000.01.04 Conversion
fighting Equipment Plant
11.Shanghai Haishen Fire- 1998.03.14 149.6 | Complete/PCR finalized 1999.12.23 Conversion
fighting Equipment Plant
12.Shanghai Punan Fire- 1998.03.14 268.4 | Complete/PCR finalized 1999.12.24 Conversion
fighting Equipment Plant
13.Shanghai Qingpu Fire- 1998.03.14 169.9 | Complete/PCR finalized 1999.12.25 Conversion
fighting Equipment Plant
14.Shenyang Fire-fighting 1998.03.14 153.7 { Complete/PCR finalized 2000.01.06 Conversion
Equipment Plant
15.Xiangshan Fire-fighting 1998.03.14 270.6 | Complete/PCR finalized 1999.12.21 Conversion
Equipment Plant
16.Ningbo Sanyou Fire-fighting { 1998.03.14 50.0 { Complete/PCR finalized 2000.03.14 System
Equipment Ltd. conversion
Total (Average halon 1211 2,616.7
consumption 1995 101997):




II. 1999 Annual Program

Name of the Project | Phaseout . Planned/
manufacturer starting |- amount Implemeéntation Status Actual Remarks
date MT) Completion
date
1.Zhejiang Dongyang 1999.03.16 131.88 | Complete/ equipment 1999.12.24 Plant
Fire-fighting Equipment Plant : _ ‘ dismantled. o closure
2.Shanghai Global Fire-fighting | 1999.03.16 32.66 | Complete/ equipment 1999.12.22 Plant
Extinguisher Plant dismantled. closure
3.Helongjiang Fire-fighting 1999.03.16 23.4 | Most of conversion activities 2001.03.16 Conversion
Equipment Plant have been done.
4.Guangzhou Fire-fighting 1999.03.16 83.431 | Most of conversion activities 2001.03.16 Conversion
Equipment Plant have been done.
5.Jiangsu Taixin Fire-fighting 1999.03.16 336.6 | Most of conversion activities 2001.03.16 Conversion
Equipment Plant have been done.
6.Chongqing Zhendan 1999.03.16 60.77 | Most of conversion activities 2001.03.16 Conversion
Fire-fighting Equipment Plant have been done.
7.Heilongjiang Shangzhi 1999.03.16 78.4 | Most of conversion activities 2001.03.16 Conversion
Fire-fighting Equipment Plant have been done.
8.Hubei Jiangling Fire-fighting | 1999.03.16 194.78 | Most of conversion activities 2001.03.16 Conversion
Equipment Plant have been done.
9.Shandong Weifang Fire- 1999.03.16 153.116 | Most of conversion activities 2001.03.16 Conversion
fighting Equipment Plant have been done.
10.Shunde Fire-fighting 1999.03.16 192.72 | Most of conversion activitics 2001.03.16 Conversion
Equipment Plant have been done.
11.Guangzhou Fire-fighting 1999.03.16 29.697 | Most of conversion activities 2001.03.16 System
Equipment Plant have been done. Conversion
Total (Average halon 1211 1,317.431

consumption 1995 (01997):

Note: From the experience of the 1998 annual program, SEPA had decided that all contracts for fire
extinguishers and systems had to be completed within two years from the date of signing,




I11. 2000 Annual Program

Name of the Project Phaseout , : Planned

manufacturer starting amount | Implementation Status completion

_ . . -1 date, (MT) ’ i date
1.Guangzhou Baiyun Luoyang 2000.02.24 183.608 | Project complete/ equipment 2001.02.24
Fire-fighting Equipment Plant dismantled. closure
2.Zhejiang Linhai Fire-fighting | 2000.02.24 57.5 | Project complete/ equipment 2001.02.24 Plant
Equipment Plant dismantled. - closure
3.Anhui Bengbu Fire-fighting 2000.02.24 142.124 | Project complete/ equipment 2001.02.24 Plant
Equipment Plant dismantled. closure
4.Suzhou Fire-fighting 2000.02.24 14.2677 | Conversion activities in 2001.02.24 Conversion
Equipment Plant processing
5.Shanghai No. 4 Fire-fighting | 2000.02.24 74.762 | Conversion activities in 2001.02.24 Conversion
Equipment Plant processing
6.Lianyungang Tianyi 2000.02.24 52.35 | Conversion activities in 2001.02.24 Conversion
Fire-fighting Equipment Plant processing
7.Tianjin Tanggu Fire-fighting { 2000.02.24 45.64 | Conversion activities in 2001.02.24 Conversion
Equipment Plant processing
8.Zhejiang Wananda 2000.02.24 56.5 | Conversion activities in 2001.02.24 Conversion
Fire-fighting Equipment Plant processing
9.Zhenzhou Huanghe 2000.02.24 25.153 | Conversion activities in 2001.02.24 Conversion
Fire-fighting Equipment Plant processing
10.Nanjing Honghu 2000.02.24 81.818 | Conversion activities in 2001.02.24 Conversion
Fire-fighting Equipment Plant processing
11.Zhuhai Zhuzhou 2000.02.24 80 | Conversion activities in 2001.02.24 Conversion
Fire-fighting Equipment Plant processing,
12.Fujian Changle Fire-fighting | 2000.02.24 284.2 | Conversion activities in 2001.02.24 Conversion
Equipment Plant processing
13. Zhuhai Zhuzhou 2000.02.24 40.5 | Conversion activities in 2001.02.24 System
Fire-fighting Equipment Plant processing Conversion
Total (Average halon 1211 1138.423

consumption 1995 101997):

Note: In early 2000, MPS issued a regulation that all enterprises which won the biding would have to
complete conversion projects within a year. This include the fire extinguisher and systems manufacturers.




ANNEX 111

A. Implem‘entavti(_)n of Technical Assistance Activities in the 1998 Annual Program

'Name of TA

Implementing | Contract Implementation Planned/actual
‘Projects Agency Date Status Completion Remarks
Date
1.Revision of Standards Tianjin Fire 1998.04.28 | Completed, not yet 1999.12.31
for ABC Powder Research Institute commissioned
2.Design Codes for Tianjin Fire 1998.04.28 | Completed drafl code, 2000.01.31
Gaseous Fire Research Institute delayed because of not
Extinguishing getting confirmation from
Systems National Standard Bureau
3.Standards for Tianjin Fire 1998.04.28 | Completed, not yet 2000.02.28
Components of Research Institute commissioned.
Gaseous Fire
Extinguishing Systems
4.Halon Management Shanghai Fire 1998.04.28 | Completed, not yet 1999.12.31
Plan-Overall Research Institute commissioned
Management
5.Halon Management Shanghai Fire 1998.04.28 | Completed, not yet 2000.06.30
Plan-Training Research Institute commissioned
Courses and
Propaganda Materials
6.a)Halon Management Shanghai Fire 1998.04.28 | Completed, not yet 1999.10.31
Plan-Provincial Fighting Bureau commissioned
Promotions and
Demonstration
Centers
6.b)Halon Management Guangdong Fire 1998.04.28 | Completed and 1999.08.31
Plan-Provincial Fighting Burcau Commissioned
Promotions and
Demonstration
Centers
7.Development of halon Qinghua 1998.04.28 | Completed, not yet 1998.09.28
Management University commissioned
Database and
Data collection System
§.Management Qinghua 1998.04.28 | Completed, not yet 1998.04.02
Information System University commissioned
9.Training SEPA four training workshops 1998.12.10
have been conducted
10. Export/Import Beijing University | 1998.08 Completed, not yet 1999.11.30

commissioned




. B. Implementation of Technical Assistance Activities and Special Initiatives, 1999 Annual Program

Name of TA Implementing | Contract Implementation Planned
Projects - Agency Date Status Completion | Remarks -
’ Date
TA
1.Halon management | Beijing Fire 1999.11.10 | I)The demonstration center 2001.7.10
plan—establishment  of | Fighting Bureau has been established and .
demonstration centers are now in operation;
2)A series of local policies
have been formulated and
issued.
3)Halon consumption survey
has been carried out.
4)Propaganda has been
launched on newspaper,
magazines and TV.
2. Demonstration halon Guangdong Fire 1999.11.10 | 1) International Information 2001.7.10
bank Fighting Bureau on halon bank policies
have been collected and
reviewed;
2) The framework of
Guangdong demonstrative
halon bank has been
formulated.
3) Recycle and reclaim
procedure has been
studying and testing.
3. Revision of national Tianjin Fire 1999.11.10 | 1)Test equipment has been 2001.7.10
standard for CO, fire Rescarch Institute installed;
extinguishing agent 2)Information on similar
international standards
collected & reviewed.
4. Study on test method | Tianjin Iire 1999.11.10 | 1)Test equipment has been 2001.7.10
and test equipment for Rescarch Institute installed;
CQ, firc extinguishing 2)Information on similar
agent international standards
collected & reviewed.
5. Revision of the design | Tianjin Fire 1999.11.10 | 1)Test equipment has been 2001.7.10
code of CO, fire Research Institute installed;
extinguishing systems 2)Information on similar
international standards
collected & reviewed.
6. Study on the scope of | Shanghai Fire 1999.11.10 | D)information on similar 2001.7.10
use of CO, extinguishers | Research Institute international standards
collected & reviewed.
2)The study and test
procedure has been set up.
7. Study on the standard Shanghai Fire 1999.11.10 | I)Test equipment has been 2001.7.10
and test method of CO, Research Institute installed;
extinguishers with light 2nformation on similar
cylinders international standards
collected & reviewed.
8. Formulation of national | Tianjin Fire 1999.11.10 | 1)Completed 1* draft 2001.7.10

standard for HFC227
agent

Rescarch Institute

standard for review by the
fire protection industry




9. Study on the disposal | Shanghai Fire 1999.11.10 | 1) Completed the: 2001.7.10
standard for Halon 1211 Research Institute collection of test samples;
extinguishers 2) Formulated the test plan

and procedure; v

3) Launched sample test.

10. Training SEPA four training workshops have

been conducted
Special Initiatives
1. ABC Dry Powder Foshan 1999.05.12 } All equipment has arrived in 2001.05.42
Production Line Electro-Chem plant. The production line

General Plant is being commissioned.

2. Light Weight CO2 Weifang Feasibility study carried out | Three years afier
Cylinders Dongming and expected to be contract signed

Fire-fighting
Equipment Co.,
Ltd.

completed in the second
half of year 2000




C. Implementation of Technical Assistance Activities and Special Initiatives, 2000 Annual Program

Name of TA - Implementing | Cont- Planned
Projects Agencies ract Implementation Status | Completion | Remarks
Date |. Date o ’
1.Design code for Water R - Defer to 2001
Mist Fire extinguishing annual
System program
2. National standards for 18 months after
performance the contract
requirements and test signed
methods of Components
of Water Mist fire
extinguishing systems
3. Propaganda for halon 18 months afier
sector approach and the contract
halon alternative signed
technology
4. Design Code for Dry 18 months afler
Powder Fire the contract
Extinguishing System signed
5. National standards for 18 months after
inert gas agents the contract
signed

6. Review and Revise 18 months after
Chinese Halon Essential the contract
Uses Criteria and List signed
7. Study on test 18 months after
equipment for portable the contract
light weight CO, signed
Cylinders
8. Revision of national 18 months after
standards for portable the contract
Mechanical foam signed
extinguishers
9. Revision of national 18 months after
standards for portable the contract
dry powder signed
extinguishers
10 Study on the use of Deferred.
bulk nitrogen supply for
the pressurization of fire
extinguishers
11. Training of SEPA Two training workshops were December, 2000

personnel involved in
phaseout activities.

conducted in March, 2000.

12. Performance audit
training

China National
Audit Office

Training workshop for provincial
auditors conducted in April,

2000.

Completed
June , 2000.

Special Initiatives:

Halon MIS Update Qinghua University The update of Halon MIS has Three months

finished. afler contract
signed.

National Halon Phaseout | SEPA Conference is in preparation 2000.11.30

Conference

Book on China Hafon | SEPA First drafl of the book has been 2000.09.30

Phaseout Action finished

Plant  Protein  Foam | Hongsen Contract was signed in carly 2001.09.31

p-roject Fire-fighting September.

Hi-tech Co.Ltd.




Halon Bank Guangdong
Branch

.Guangdong Fire
Fighting Bureau

Company selected to run facility.
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LE SECTEUR DE LA PRODUCTION DE CFC DE LA CHINE

PROGRAMME ANNUEL DE 2001

DESCRIPTION DU PROJET

1. La Banque mondiale propose le programme annuel de I’année 2001 pour la mise en
ceuvre de I’ Accord conformément & I’ Accord du secteur de la production de la Chine qui exige
que les programmes annuels soient proposés aux fins d’examen a la dernicre réunion de I’année
précédant I’année visée par le programme, car le financement pour le programme de ’année
2001 doit étre approuvé a la premiére réunion de I’année, comme le stipule I’ Accord.

2. La proposition se divise en deux parties :

(a) La premiére partie est un rapport périodique sur la mise en ceuvre du programme
de 2000 en Chine en date du mois d’aott 2000.

(1)

(i)

La mise en ccuvre du programme annuel de 1999 a réduit la production de
CFC de 50 351 tonnes PAO a 44 853 tonnes PAO, conformément a
I’ Accord approuvé au mois de mars 1999. Cette réduction a ¢té réalisée en
fermant 21 usines dont la fermeture a été vérifice en 1999. Par conséquent,
le nombre total d’usines de production de CFC est passé de 37 a 16 en
1999. La mise en ceuvre du programme de 2000 réduirait davantage la
production de CFC de 44 853 tonnes PAO a 40000 tonnes PAO,
conformément a I’objectif du plan sectoriel. Cet objectif serait atteint en
fermant 6 usines de plus, ce qui ne laisserait que 10 usines produisant des
CFC 4 la fin de 2000. La production de CFC a été de ’ordre de 20 978
tonnes PAO pendant les six premiers mois, grace a I’imposition de quotas
de production commercialisables. Le rapport comprend une liste des
usines précisant le nom, le produit a base de CFC, la capacité et le quota
de production pour 2000 des usines a fermer et des usines qui
maintiendront leur production. Les résultats de la mise en ccuvre du
programme de 2000 seraient vérifiés par la Banque mondiale et rapportés
4 la premiére réunion du Comité exécutif de 2001.

Le programme annuel de 2000 comprend également une liste des contréles
de politique adoptés par le gouvernement de la Chine, dont la « Circulaire
sur les mécanismes de contrdle des importations et des exportations de
SAO» adoptée en décembre 1999 et la « Liste de contrdle des importations
Jexportations de SAO en Chine » qui interdit le tétrachlorure de carbone et
qui réglemente les CFC au moyen d’un permis.
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(i) Il existe une mise a jour sur la mise en ceuvre du programme d’assistance
technique biennal (1999-2000) qui comprend la formation des agents de
douane, du personnel qui exécutera les vérifications d’efficacité, des
études de faisabilité sur une usine de production de HFC-134a, une étude
sur Iutilisation des SAO comme agents de traitement chimiques en Chine
et autres activités.

(b) La deuxiéme partie de la proposition de la Banque mondiale décrit les
composantes du programme de 2001, dont les mesures de politique, la réduction
des quotas de production et les activités d’assistance technique. L’élément
principal, la réduction des quotas de production, exigerait I’élimination de 3 800
tonnes PAO en 2001 afin de respecter I’objectif national mis de I’avant dans
I’Accord a I’effet que la production de CFC ne devrait pas dépasser 36 200 tonnes
PAO en 2001. La Chine continuera a mettre en ccuvre les quotas de production
commercialisables jumelés au processus de soumission ainsi que les mécanismes
de contréle des exportations/ importations adoptés.

3. La proposition de la Banque mondiale comprend une liste de 19 producteurs de HCFC en
Chine, comme ’exige I’ Accord.

4. La proposition de la Banque mondiale demande le décaissement de 13 millions $US pour
la mise en ceuvre du programme de Pannée 2001 et les coiits d’appui.

OBSERVATIONS DU SECRETARIAT

Fermetures d’usine non vérifices

l. Les usines fermées par la Banque mondiale en 1999 comprennent 2 usines (I’usine de
chlore et de soude caustique Liaoning Chemical Group et ’'usine de composés fluorés Fujian
Shaowuqui) qui n’ont pas été vérifiées. Les deux rapports de vérification proposés par la Banque
mondiale a4 ce jour couvrent les fermetures d’usines jusqu’au mois de janvier 2000 mais ne
portent pas sur la vérification des usines ci-dessus qui était prévue pour le 5-8 mars 2000, comme
indiqué dans la proposition.

Information sur la mise en ceuvre d’un systéme de quotas commercialisables en Chine

2. La Chinc utilise un systéme de quotas commercialisables pour la mise en ceuvre de la
réduction de la production de CFC. La proposition révéle que la production totale de CFC-11 et
de CFC-12 au niveau national dépasse le quota national pour ces deux substances. [l existe aussi
des différences au niveau des usines entre les quotas alloués et la production réelle. 1l pourrait
étre utile de connaitre les détails du fonctionnement du systéme, y compris les paramétres,
comme par exemple Pinstitution responsable de Padministration du commerce et Pagence qui
SUPEIVISC Sd MISC eNn Qeuvre.
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RECOMMANDATIONS

1. La Banque mondiale devrait inclure deux usines, I’usine de chlore et de soude caustique
Liaoning Chemical Group et I’usine de composés fluorés Fujian Shaowuqui, dans le rapport de
vérification qui sera proposé a la premiére réunion de 2001.

2. Le systéme des quotas commercialisables est le véhicule utilisé par le gouvernement de la
Chine pour mettre en ceuvre ses réductions de CFC. Il est important de comprendre la fagon dont
le systéme est géré afin de se rassurer quant a son efficacité. Par conséquent, la Chine devrait
fournir au Secrétariat de D’information sur le fonctionnement du systéme des quotas
commercialisables, y compris les paramétres tels que ’institution responsable de I’administration
du commerce, I’agence responsable de la supervision et autres détails.
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Introduction

1. Inaccordance with the Executive Committee’s approval of “The Sector Plan for CFC
Production Phaseout in China (Closure Part)” (UNEP/Ozl.Pro/ExConv/27/45/Corr.2), China is
hereby requesting release of the third tranche of US$13 million for the implementation of the
2001 Annual Program. With this funding, China’s CFC production will be reduced to a
maximum of 36,200 MT by the end of 2001, and China will need to phase out an additional

3,798 MT in ODP terms during the year compared to the 2000 quota. Details of the 2001 annual
program are provided in Section B.

2. Following the approval of the China CFC Production Sector Plan at the 27" Meeting of the
ExCom in March 1999 and the release of funds for the first (1999) Annual Program, China has
implemented the phaseout project according to the agreed phaseout plan. Since the start of the
program, China has developed supporting policies and regulations. At the beginning of the
program, there were 37 CFC production plants in China; the number has been reduced to 10
producers in 2000, CFC production has been reduced from 50,351 MT in 1997 to 44,768 MT in

1999 in terms of ODP, which is lower than the annual requirement, and will not exceed 39,998
MT 1n 2000.

3. Fourteen technical assistance activities have been started, including activities to strengthen
the implementation capacity and conversion capacity of closure enterprises, and preparation of
standards to ensure quality and reliability of CFC substitutes.

4. The detailed implementation status of the 1999 and 2000 Annual Programs is described in
Section A.
5. China’s CFC phaseout obligations.  Within the Sector Plan, China agreed to the

following phaseout schedule for CFCs in Annex A and Annex B in Group 1.
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CFC Production Phaseout Schedule and Annual Grant

Agreed schedule V' . Planned :
‘Phaseout Maximum - Phaseout Maximum Actual | Annual grant
Year | Amount in| productionin Amount in planned Produc- funding
the year the year the year | production” | tion”
(Metric Tons, ODP) (US3 million)
1999 5,420 44,931 5,498 44,853 | 44,768 20
2000 4,931 40,000 4,855 39,998 13
2001 3,800 36,200 13
2002 3,300 32,900 13
2003 2,900 30,000 13
2004 4,700 25,300 13
2005 6,550 18,750 13
2006 5,250 13,500 13
2007 3,900 9,600 13
2008 2,200 7,400 13
2009 4,200 3,200 13
2010 3,200 0 0"
150

Note: The baseline year for CFC production phaseout is 1997. Bascline year production of
CFCs (comprising CFC-11, CFC-12, CFC-113, CFC-114, CFC-115, CFC-13) was 50,351
MT (ODP).

1/ As provided in the agreement.
2/ The sum of quotas issued in the year to the enterprises remaining in production.
3/ Actual total production by the remaining enterprises.

4/ Savings from earlier years would be used for funding the 2010 phaseout.
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PART A

‘ IMPLEMENTATION STATUS OF PREVIOUS YEARS’ ANNUAL PROGRAMS
As of August, 2000 ‘

Phaseout Target

6. Starting with a baseline production of 50,351 MT in 1997, the phaseout target for 1999
was to reduce CFC production to 44,931 MT, measured in ODP; following the completion of the
bidding process, quotas for only 44,853 MT were issued to the remaining CFC plants. Actual
audited production for 1999, according to an audit carried out by the China National Audit office
in June 1999, was verified as 44,768 MT (See Table A.2). The phaseout target for 2000 was to
further reduce CFC production to 40,000 ODP MT. Following the completion of the bidding
process, quotas were only issued for 39,998 MT to the remaining 10 CFC plants. Actual targeted
production phaseout for the year 2000 was therefore 4,855 MT compared to 1999 quota.

Enterprise Phaseout Activities

7. Details regarding the enterprise phaseout activities in the 1999 and 2000 Annual Programs
are provided in Table Al. The impact of closures is summarized as follows:
Date of No. of lines Enterprises closed Capacity Enterprises
contracts closed closed (MT) | remaining
No. of enterprises at start of program (36 in Sector Plan, | identified later): 37
Plant closures in the 1999 Annual Program
1. April & 17 14 (all complete closures) 22,630 23
May 1999
2. April & 3 1 (2 enterprises closed one line 4,000 22
May 1999 cach, and the 3" enterprise was
completely closed)
Total 26,630
3. June 99 8 7 (all complete closures) 23,800 15
Closures under 2000 Annual Program
December 5 5 (complete closures); 15,500 10
1999 to a sixth enterprise has accepted a
March 2000 reduction of quota.
8. Three sets of closures were carried out under the 1999 Annual Program.
a)  Under the production sector agreement, China committed to close and dismantle

production facilitics at 14 enterprises that had not been in production in 1997 (one
of these lines did, however, produce some CEFCs in the early part of 1999, prior to
the agreement). Between April 22 and May 12, SEPA signed closure contracts with
these 14 enterprises listed in the approval conditions for the CFC Production Sector
Phaseout Plan. The reduction of production capacity resulting from the closurc of

these 14 enterprises totaled 22,630 MT (Table AL, Part 1).

N
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b)  Contracts were also signed with 3 other enterprises for closing down production
 lines that had no production in 1997. The reduction of production capacity '
resulting from the closures of these three lines totaled 4,000 MT (Table Al, Part 2).
The total production capacity dismantled through these permanent closures was
26,630 MT . In accordance with the Agreement for the CFC Production Sector, all
production lines and plant facilities had been dismantled and their primary CFC
production equipment destroyed by the end of June 1999. : '

¢)  Asaresult of the quota regulation and bidding for 1999 quotas (see below),
contracts were signed in June 1999 with 7 enterprises to phase out production
capacity of 23,800 MT (Table Al, Part 3). All the enterprises have completed
dismantling of their facilities; the production lines at each location have been
verified by a World Bank team that visited the sites and confirmed that these
facilities are no longer capable of producing CFCs and their primary production
equipment has been fully dismantled.

9. Under the 2000 Annual Program, as a result of the quota regulation and bidding, contracts
were signed in December 1999 with 6 enterprises, of which 5 enterprises were to close and
dismantle production facilities and one enterprise was 1o accept a reduction in quota, so as to
enable a phase out of production capacity totaling 15,550 MT in 2000 (Table Al, Part 4). By
the end of March, 2000, all the closing production lines and plant facilities had been dismantled
and their primary CFC production equipment had been destroyed in accordance with the
Agreement for the CFC Production Sector. These production lines were visited by a World Bank
team in early September,2000 to confirm that they are no longer capable of producing CFCs and
their primary production equipment has been fully dismantled. The enterprisc accepting a
reduction in quota will be verified m 2001.

10. CEC production for 1999 was audited by the China National Audit office, and has been
verified at 44,768.12 MT in ODP terms; details are at Table A.2. In year 2000, production
recorded up to June 30, 2000 totalled 20,978 MT of ODP. Details are provided in Table A.3.

Implementation of Policy Instruments

11.  Key instrument. The key policy instrument of the program is the regulation promulgated
for the introduction and implementation of an annual tradable quota system, entitled “Circular on
Implementing the Quota System for CFC Production”, by the State Environmental Protection
Administration (SEPA) and the State Administration of Petroleum and Chemical Industry
(SAPCI) on May 31, 1999. A bidding system was also introduced together with the
promulgation of the tradable production quota. Under this regulation, seven CFC producers were
awarded grants through bidding in 1999 to reduce production of 5,498 ODP MT , and a national
CFC production quota of 44,853 MT was issued to the 15 remaining CFC producers in order to
ensure that the national production for the year did not exceed the agreed target. Similarly, for
2000, five CFC producers were awarded grants to stop production, and one CFC producer
accepted a reduction in production quota, for a total phaseout 0f4,855 ODP MT ; overall, a
national CFC production quota of 39,998 MT was issued in February to the 10 remaining CFC
producers in order to ensure that the national production for the year does not exceed the agreed
target.

[¢
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12. Other instruments relate to trade in CFCs. A study on options for export/import
management for halons and CFCs, which would help China to monitor trade in CFCs and prevent
illegal CFC trade, was completed in July 1999. A “Circular on Control Mechanism of Import and
Export of ODS” was promulgated on’ December 3, 1999. The mechanism is implemented by
Management Office of ODS Import-Export Control jointly administered by SEPA, the General
Administration of Customs (GAC), and the Ministry of Foreign Trade and Economic Cooperation
(MFTEC), and helps China to monitor trade in ODS and eliminate illegal ODS trade. An
Export/Import Control List of ODS in China was promulgated in January 2000. Imports of
Carbon Tetrachloride, a key feedstock for CFCs production, were banned on April 1, 2000, and
imports of CFCs are regulated by a permit system administered by the MFTEC.

Technical Assistance Activities

13.  Sixteen technical assistance activities have so far been identified under the first two annual
programs, and fourteen have either been completed or are underway.

14.  The 1999 Annual program originally had ten technical assistance activities . One TA
project, ODS export/import management and monitoring study that was originally included in the
1999 annual program was cancelled because its objectives were covered under a similar study
conducted under the Halon Sector Phaseout Program. Instead, another project, a survey on the
ODS application as chemical process agents in China, was added to the 1999 annual program.
Some activities have already been completed and the rest are being conducted. All are expected
to be completed within two calendar years. Similarly, there were five technical assistance activities
taken up m the original and approved 2000 Annual Program, and a new workshop for customs

staff is being added . All the TA activities have started and all are expected to be completed within
two calendar years.

15, The status of the 1999 technical assistance activities as of July 2000:

a) Production of an ODS phascout video. An ODS Phaseout video was prepared and
broadcast for public information during the 11th meeting of the Parties in Beijing in
November 1999. The video, as well as six TV advertisements prepared under the
actrvity, have been broadcast on national TV to raise awarcness of the general
public and authorities in China concerning the necessity for ODS phaseout and the
urgency of phaseout activities. All activities have been completed.

b) Development of a Management Information System (MIS). An MIS has been
established and is now in place, and has been used to generate the final 1999
production data and program progress reports. Modifications will be made to the

MIS continuously over the implementation of the program to reflect the changing
requirements of the program.

c) Development of a substitute strategy. TORs were agreed with the World Bank in
January 2000. Afier a bidding process, a contract was signed in June 2000, and the
study is under way. It is expected to be completed in June 2001.

d) Formulation of Standards for Cyclopentane, HHCFC 141b, and HEFC 134a. A TOR
was agreed with the World Bank and a contract was signed in April, 2000,

7
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g)

)

preliminary sampling of HCFC-141b and HFC-134a has been completed for testing,
and preliminary content and parameters of the standards have been confirmed with

; the Government’s administrative unit for standards. This TA is expected to be -
completed by the end of 2001.

Evaluation of bids for a feasibility study for setting up of a HFC 134a production
facility. Funding was provided to an evaluation of four proposals bidding to win the
opportunity to undertake a feasibility study for the construction of a HFC 134a
production facility. Bid evaluation was finalized and a winner was selected. The
feasibility study and evaluation of the feasibility study are expected to be completed
within 2000.

Training of personnel involved in phaseout activities. Two training workshops
were conducted in 1999 for CFC producers, local Environmental Protection
Bureaus and local Chemical Industry Bureaus. Moreover, an audit training
workshop was conducted in April 2000. All activities under this TA have been
completed.

Initial desk review of the consumption of ODS in the Chemical Process Agents
Application sector in China. This review was carried out in January, 2000 and the
Report of Preliminary Survey on the ODS Application as Chemical Process Agents
in China has been used as the basis for preparations on the project preparation
request for the Process Agent Sector Phaseout Plan in China.

Market prospects for closure enterprises. This TA activity has been completed. Nine
enterprises submitted applications and eight were funded. The first disbursement
was made (o enterprises in February 2000, and all enterprises submitted their
completion reports to the sector team by May 2000. A report of the project
activities was submitted to the World Bank on June 5, 2000, reporting on the
generally useful results of this experience.

National Workshop on substitute development. This workshop was conducted on
June 7, 8 and 9, 2000. 35 representatives from 30 CFC enterprises attended the
workshop, and 11 experts from four domestic famous research institutes and
universities made presentations at the conference. The experts introduced research
topics relating to nine categories of CFC substitutes, fine fluorine chemicals,
electrical fluorinated chemicals, electronic pure chemical reagents, special fluorine-
containing drugs and agrochemicals (herbicide, insecticide etc.); production of these
chemicals, and their potential market prospects. Many enterprises expressed an
interest in seeking assistance and collaboration from these institutes and universities.

Recruitment of International Technical Consultants. No technical consultants were
recruited internationally for TA activities in 1999.

16.  The status of the 2000 technical assistance activitics as of July 2000:

a)

Formulation for standards for HFC-152a, and isobutane. Draft TORs were agreed
with the World Bank in August 2000.
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b)

d)

Final: September 12, 2000

Training of personnel involved in implementation of phaseout activities (including
performance audit training). A TOR was submitted to the World Bank on April 25, .
2000, and agreement was reached in early August 2000. Training activities for
production quota bidding, for local Environmental Protection Bureaus, Petroleum -
Chemical Industrial Bureaus or relevant institution and auditors, are scheduled to be
conducted in September, November and December 2000. A workshop for Customs
staff will be added Training activities will be conducted in Dec. 2000.

Studies of market prospects for closure enterprises. Based on the generally
successful experience of this activity in 1999, a similar TOR enabling such studies
for both closure and production enterprises, has been reviewed with the World

Bank and agreed in early August 2000. All activities are expected to be completed
by the middle of 2001.

Performance Audit. A Performance audit is required under the CFC sector plan.
The China National Audit Office (CNAO) has informed SEPA that, as the content
of this audit is more substantive than the conventional financial audits, additional
expenditures are necessary to finance this activity annually. A TOR has been agreed

between the Bank and SEPA for this purpose. The 1999 Performance Audit has
been completed.

Verification of HCFC-22 Producers. The list of producers of HCFC-22 in China

has been provided along with the annual program. A survey will be conducted (o
validate the list and verify whether there have been any changes.

Recruitment of international technical consultants. No technical consultants are
expected to be recruited in 2000. This activity will be activated when necessary.

Plants producing HCFC-22 in China

17. As required by the agreement on the production sector, China has provided a list of the

plants producing HCFC-22 in China, attached in Table A.4 The list will be verified in the sccond
half 0of 2000 as indicated above.

9
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Table A.4 List of HCFC-22 producing plants in China

Name ' Sta(us

Fujian Shaowu Fluoro-Chemical Plant Also reported in 1999
Guangdong Huiyang Chemical Plant -do-
Hunan Zhuzhou Chemical Corporation (Group) ~-do-
Jiangsu Changshu Refrigeration Plant -do-
Jiangsu Changshu Elf Atochem 3F Co., Ltd. -do-
Jiangsu Meilan Electric Chemical Plant -do-
Liaoning Fuxin Fluoro-chemical Plant -do-
Shanghai Chlor-Alkali Chemical Co. Ltd. -do-
Sichuan Chenguang Chemical Research Institute Plant No.2 -do-
Sichuan Zigong Refrigeration Plant -do-
Shandong Jinan 3F Chemical Co. Ltd. -do-
Shandong Dongyue Chemical Co. Ltd. -do-
Shandong Fire Extinguishing Agent Plant Shouguang Division -do-
Sichuan Zigong Fujiang Chemical Plant -do-
Wuhan Changjiang Chemical Plant -do-
Zhejiang Juhua Fluoro-chemical Co. Ltd. -do-
Zhejiang Dongyang Chemical Plant -do-
Zhejiang Linhai Limin Chemical Plant -do-
Zhejiang Yingpeng Chemical Co. Ltd. -do-
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PART B
2001 ANNUAL PROGRAM

Plias’eout Objcctives

1.  The phaseout objective of the 2001 Annual Program is to ensure that CFC production in the
year does not exceed 36,200 MT. China is requesting the release of the third annual tranche of
US$ 13 million as agreed in the overall CFC Production Sector Phaseout Plan to achieve this
objective. It is envisaged that the US$ 13 million will be allocated for closing CFC production lines
or reducing production levels in some CFC enterprises which received production quota in 2001, for
technical assistance activities, and for activities relating to substitute development.

Program Activities During the Year

2. Policy actions. In 2001, the following policies and measures will continue to be implemented
by the Government. These policies are considered necessary for the success of a total CFC
production phaseout in China.

a)  Tradable production quota — The regulation has been under implementation since
1999, and will continue.

b)  Export and import control mechanism — The Management Regulation on
Export/Import Control of ODS, promulgated in December 1999 by SEPA in
collaboration with Ministry of Foreign Trade and Economic Cooperation (MFTEC)
and General Administration of Customs (GAC), covers all ODS as well as related
equipment and facilities that produce or consume ODS. ODS Export/Import quota
and permit systems have been adopted, and all enterprises wishing to export or import
ODS must hold both a quota issued by SEPA and MFTEC, as well as specific
export/import permits. GAC supervises exports and imports of ODS. China has also
promulgated the Export/Import Control List of ODS in China (The First Group) in
January, 2000. Under this regulation, China has banned exports and imports of CTC,
and introduced quota and permit requirements exports and imports of CFC 11, 12,
113, 114 & 115, CFC 13, halon 1211 and halon 1301.

3. Enfterprise activities. Through the interaction of production quota and bidding systems, bid
winners would be granted funds for closure. All CFC reduction or closure contracts are expected to
be signed by the end of 2000, but in any case will be signed no later than the end of the first quarter
0f2001. Closure projects are expected to take effect from January 1, 2001 and to be completed by
the end of June 2001.

4. Technical assistance(TA) activities. TA activities envisaged under the Sector Plan
concentrate on strengthening: (a) the overall institutional framework for phaseout; (b) substitute
chemical development; (c) management, monitoring & evaluation capabilities of participating
institutions; (d) skills of enterprise managers involved in CFC production phascout activities; and (¢)
information exchange. These are all essential to the success of the phaseout. All terms of reference
and detailed work programs will be agreed with the World Bank before implementation. Most of



China: CFC Production Sector, 2001 Annual Program

Final: September 12, 2000

these activities are expected to be completed within two years. Proposed 2001 TA activities

include:

a)

b)

d)

A feasibility study of industrialized technology for CTC conversion to chloro-

hydrocarbons other than CTC. There are currently more than 20 plants produéing
CTC with an annual production of 35,000 MT and total capacity of 70,000 MT in
China. Because 90% of CTC production is used as specialized raw materials for
CFCs, market prospects and profitability will deteriorate as CFC production is phased
out. Two kinds of technical processes dominate CTC production, and it is intended to
examine whether one or both are suitable technically and economically for conversion
to production of chloro-hydrocarbons other than CTC. For this purpose, laboratory
and pilot experiments must be conducted to determine technical and economic
feasibility. Since the experiments under this TA are expected to take almost two
years, the 2001 Annual Program will finance the laboratory experiments, and pilot

experiment at selected enterprises will be financed by another TA in the 2002 annual
program.

Training of personnel involved in implementation of phaseout activities. To implement
the phaseout plan effectively, it is necessary to train staff in: (i) local environmental
protection bureaus; (ii) local bureaus of Petroleum and Chemical Industry or relevant
agencies; (i) CFC producers; (iv) Customs; and (v) audit agencies. Training is nceded
(o prepare enterprises to bid in the following year, to train government officials to
properly supervise CIFC production, and to learn operating procedures of the CFC
production sector phascout approach. This type of training will need to be repeated
every year in the first few years of implementation. For the 2001 Annual Program, a
workshop to evaluate progress in the phaseout program, including ODS production
phaseout, consumption demand and substitutes supply, is included.

Market prospects for closure and production enterprises. Based on the generally
successful experience of this activity in previous years, a similar technical assistance
package enabling both closure and production enterprises to carry out analysis and
study of alternative commercial options, will be put into operation

Recruitment of international technical consultants. Consultants will be recruited,

where and when necessary, especially in the field of CTC conversion, to provide
technical guidance to CTC conversion activities.

Risk Assessment Study: This study was originally part of the UNEP Business plan for
2000, and has been transferred to the Bank after discussions during the July 2000
meeting of the ExCom. China and the Bank have been discussing the methodology and

coverage of this study, and it will be included in the 2001 Annual Program activities
after the TOR is agreed.

SNAP — To guide the production and consumption of ODS substitutes in the years
ahead, SEPA intends to issue a List for ODS Substitutes in China. For this purpose, it
will carry out a comprehensive study, including a proposed collaborative study with
the USEPA on its experience, a survey on production and application of substitutes in
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the domestic market, and tests to identify the character of substitutes. TORs will be
developed ‘

g)  Performance Audit. A Performance audit is required under the CFC sector plan. The -
China National Audit Office (CNAO) has informed SEPA that, as the content of this
audit is more substantive than the conventional financial audits, additional expenditures
are necessary to finance this activity annually. A TOR for the 2000 performance audit
will be agreed between the Bank and SEPA for this purpose by November 2000, and
the audit is expected to be completed by June 30, 2001.

h)  Other TA activities that are necessary for effective phaseout may be developed during
the year.

5. Special Initiatives: As the phaseout of ODS production proceeds, the demand for substitutes
in the consumption sector has increased rapidly. The impact of the first two years of implementation
of CFC sector plan equals a phaseout of more than 10,351 tons of CFFC 11 and 12. The phaseout of
CFC-11, which is the major foaming agent, has impacted on production in the foam sector, and
there is an urgent need to move into production of substitutes such as Cyclopentane and HCFC-
141b. The use of CFC-12 as refrigerant in air-conditioners installed in all newly produced cars will
be forbidden from January 1, 2002. It 1s estimated that the demand for HFC-134a, presently the
only substitute of CFC-12 in the MAC sector in China, will exceed 7,500 tons in 2005 in this sector
alone, and could reach 19,000 tons by 2010. China therefore envisages an urgent need to initiate
special initiatives to produce such substitutes to ensure that there is no shortfall in their supply.
China therefore intends to review the scope of adequate domestic production of HFC134a. In the
1999 annual program, a TA activity was included to evaluate the bidding proposals on establishing
a HFC 134a production facility. A bid winner was sclected in June 2000 and a feasibility study for
HFC-134a production has been initiated; the study 1s expected to be completed and evaluated in
2000. The study will be reviewed by the Chinese authorities, and if it is considered acceptable, China
mntends to support the establishment of a production facility for HIFC-134a, and may provide
financial support from grant proceeds, as provided under the provisions of maximum flexibility in
section (d) of the Agreement for the China Production Sector.

6.  The above policy initiatives, enterprise-level and technical assistance activities are suminarized
" in Table B.1 below.

20
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TABLE B.1: 2001 ANNUAL PROGRAM
(AMOUNT IN US$ MILLION)

. CFC production phaseout targets

* Total quota issued for 2000, compared with the amount allowed under the Phascout Plan of 40,000 MT.

> Maximum production quota that can be allocated for calendar 2001.

21

2000 Phaseout in| Allowed
Funding Quola4 2001 Production Performance Indicators Key Dates
US$ mill)|  (MT) (MT) in 20017
MT)
CFC in terms of 1. Closures of current producers  {1. Dec. 2000-June
ODP 13 39,998 3,798 36,200 and reduction in production in 2001
remaining producers
2. Implementation of TA activities |2. Dec. 2000-Dec.
to help phaseout. 2001
3. Production level not more than |3. Dec.31, 2001
36,200 MT
Policy Initiatives
Initiatives Funding Performance Indicators Key Dates
1. Bidding system | incl.in TA |I. Training enterprises for bid preparation in the 2001 bidding 1. Oct. 2000
n.a. 2 Determine winning enterprises for 2001 2. by Dec. 2000
n.a. 3. Sign closure contracts with bid winners 3. Dec. 2000
n.a. 4. Implement closure contracts 4. Dec. 2000-June
2001
incl.in TA |S Train enterprises for bid preparation for 2002 bidding 5. Oct. 2001
2. Tradable n.a. 1. Establish 2001 annual CFC production quota 1. Feb. 2001
production quota 2. Issue annual production quota to CFC producers for 2001 2. Feb. 2001
for CFC
producers
3. Import/export n.a. 1. implement the import/export trade management mechanism. 1. January 2001~
trade December 2001
management
Encterprise activitics
Funding Existing | # oflines | # of lines
(USS million) lines targeted at end of Performance Indicators Key Dates
2001
Closure of 1. Training of bidders 1. Oct. 2000
CFCI/I12/113 2. Bidding for grant funds 2. Oct. 2000
prdduction lines 3. Selection of bid winners 3. by Dec.. 2000
12.00 17 tb.d. t.b.d. |4. Contracts signed 4. end-Dec. 2000
5. Facilities dismantled, and reports 5. no later than June
completed 2001
Special Initiatives
Funding Key dates
(US$ million) R
HFC 134a Lb.d Establishment of HFC-134a production facilities of up to 10,000 MT tb.d.
Production T ]
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(AMOUNT IN US$ MILLION)
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Technical assistance activitics

activities

Activities " Funding " . Performance Indicators Key Dates .
- (US$ Million) : '

1. A feasibility study of 0.15 |1. TOR to be agreed with the Bank 1. December 2000
industrialized 2. Select Contractor 2. Mid Feb. 2001
technology for CTC 3. Contract signing 3. End March 2001
conversion to chloro- 4. Basic information gathering in China 4. no later than May. 2001
hydrocarbon other 5. Investigation abroad 5. no later than May. 2001
than CTC 6. Laboratory experiments 6. June 2001-Oct. 2002

7. Seminar to discuss technology conversion 7. no later than Nov. 2002

8. Final report 8. no later than Dec. 2002

2. Training 0.10 |1. TOR to be agreed with World Bank I. Oct. 2000

2. Training on supervision and evaluation of CFC 2. Start in Jan. 2001.
production, bidding system, management of CFC Specific schedules to be
production quota system, and CFC Project detailed in TORs
Implementation Manual

3. Seminar on review of ODS production phaseout 3. Sept. 2001

3. Recruitment of 0.10 [1. Finalization of TORs for consultant assignments 1. Throughout 2001
international 2. Signing of contracts 2. Throughout 2001
consultants 3. Completion of work and submission of reports by . Throughout 2001

consultants

4.Risk Analysis 0.20{ TOR to be agreed with the Bank By June 2001

5.SNAP 0.25{1  TOR to be agreed with the Bank 1 December 2000

2 Select Contractor 2 Mid Feb. 2001

3 Contract signing 3 End March 2001

4  Basic information gathering in China 4 no later than May. 2001

5 Investigation abroad 5 no later than May. 2001

6  Laboratory experiments 6 June 2001-Oct. 2002

7  Seminar (o discuss substitute list 7 no later than Nov. 2002

8 Final report 8 no later than Dec. 2002

9 Issue substitute list (first group) 9 first half of year 2003
6.Market prospects for 0.10|1. TOR to be agreed with the bank and Invitation of I No later than Feb.2001

closure etc. applications

2. Bid evaluation 2.June 2001

3. Bid award 3. June 2001

4. Contract signing 4. July 2001

5. Contracts signing between bid winners and their 5. July-August 2001

contractors

6. SEPA receipt of progress reports from bid winners [6. Sept. 2002

7. Completion of projects by individual bid winners 7. Nov. 2002

8. SEPA completion report for the project 8. End of 2002

Recruitment of 0.10 1. Throughout 2001-2002
international
technical consultants

Subtotal 1.00

TOTAL for phaseout 13.00

' These are estimated costs. Afier bidding for TA contractors, these costs will be adjusted to reflect
contractual amounts for cach TA. All TA activitics are to be completed in two years from January

2001.

%]
i~




UNEP/OzL.Pro/ExCom/32/30/Chine

FICHE D’EVALUATION DE PROJET

SECTEUR : Réfrigération

Seuil de colt-efficacité du secteur :

Domestique

Consommation sectorielle de SAO (1999):

Page 21

16 065 tonnes PAO

13,76 $US/kg

a) Elimination du CFC-11 par la reconversion a une technologie a base de cyclopentane, et du CFC-12 par la
reconversion a une technologie a base d’isobutane (600a) dans la fabrication de congélateurs domestiques a

I’usine de congélateurs n° 2 de Qingdao Haier

b) Remplacement du CFC-11 par le cyclopentane et du CFC-12 par le I'isobutane dans la fabrication de

réfrigérateurs a Little Swan Electric (Jingzhou) Co. Ltd.

Données relatives au projet Domestique
Qingdao Haier n° 2 Little Swan

Consommation de l'entreprise (tonnes PAO) 180,83 211,95
Incidences du projet (tonnes PAQO) 180,83 211,95
Durée prévue du projet {mois) 36 36
Montant initial demandé ($US) 1 138 687 3204 521
Colt final du projet ($US)

Colts différentiels d'investissements a) 830 580 2,609,243

Fonds pour imprévus b) 83 058 255,024

Colts différentiels d'exploitation c) 225 049 339,654

Codt total du projet (a+b+c) 1 138 687 3,204,521

Participation locale au capital (%) 100 % 100 %

Pourcentage des exportations (%) 0% 0%
Montant demandé (§US) 0 3204 521
Rapport colit-efficacité ($US/kg) 4,53 15,12
Confirmation du financement de contrepartie? Out Oui
Agence nationale de coordination SEPA
Agence d'exécution PNUD PNUD
Recommandations du Secrétariat
Montant recommandé ($US) 3204 521
Incidences du projet (tonnes PAQO) 211,95
Rapport coit-efficacité ($US/kg) 15,12
Coiits d'appui de l'agence d'exécution ($US) 362 497
Cot total pour le Fonds multilatéral 3567018
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DESCRIPTION DU PROJET

Renseignements sur le secteur

Derniers chiffres sur la consommation totale de SAO (1998) 166 265,90 tonnes PAO
Consommation de référence de substances du groupe I de I’annexe 57 818,00 tonnes PAO
A (CFC)

Consommation de substances du groupe I de I’annexe A en 1998 55 414,00 tonnes PAO
Consommation de référence de CFC dans le secteur de la Non disponible
réfrigération

Consommation de CFC dans le secteur de la réfrigération en 1998 23 178,00 tonnes PAO
Montants approuvés pour les projets d’investissement dans le secteur 147713 196 $US
de la réfrigération en date de juillet 2000 (31° réunion)

Quantité de CFC a étre éliminée dans le cadre de projets 12 033,00 tonnes PAO

d’investissement dans le secteur de la réfrigération a la fin de 1999

1. La production de réfrigérateurs et de congélateurs a augmenté de 8,1 millions d’appareils
en 1993 a 14,2 millions d’appareils en 1997, une augmentation de 75,3 %. La date butoir pour
I’élimination compléte de la consommation de CFC dans le sous-secteur de la réfrigération
domestique en Chine est P’année 2005. Les données rapportées par la Chine au Fonds
multilatéral révelent que le pays respecte 1’échéance pour le CFC. Toutefois, la Chine devra
éliminer 302,45 tonnes PAO de plus de CFC pour atteindre ’objectif de réduction de 50 % des
CFC de 2005. ‘

2. L’information fournie par le gouvernement de la Chine révéle qu’il reste trois projets
portant sur des entreprises individuelles a financier par le Fonds multilatéral. Deux projets sont
proposés a la trente-deuxiéme réunion, un projet du PNUD et un projet de PONUDI. Le
troisieme projet sera présenté a la trente-troisiéme réunion du Comité exécutif. Les entreprises
restantes du secteur sont de petites et de moyennes entreprises. Un projet parapluie en phase
finale regroupant une vingtaine de ces entreprises sera préparé et présenté a une date ultérieure.

3. Le Comité exécutif a approuvé environ 147 713 196 $US pour 81 projets visant a
éliminer 12 033 tonnes PAO de CFC dans les entreprises du secteur de la réfrigération qui
fabriquent de I’équipement de réfrigération en Chine.

Qingdao Haier

4. Le groupe Haier est un des plus grands fabricants de réfrigérateurs et de congélateurs
domestiques en Chine. L’ entreprise posséde 33,44 % du marché des réfrigérateurs et 41,28 % du
marché des congélateurs de la Chine. L’entreprise posséde plusicurs chaines de fabrication de
réfrigérateurs et de congélateurs situées dans des usines différentes. Toutes les chaines de
production d’équipement de réfrigération ont été reconverties a une technologic sans SAO.
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5. Le PNUD a reconverti trois des quatre chaines de production de congélateurs grace a des
subventions du Fonds multilatéral. Une chaine de production & I’usine de congélateurs n°® 2
utilise encore une technologie a base de CFC. La chaine a été créée en 1994-1995 et la
production sur cette chaine a débuté au mois de juin 1995.

6. La production d’équipement de réfrigération domestique sur cette chaine a nécessité
154,97 tonnes de CFC-11 et 25,86 tonnes de CFC-12 en 1999. L’équipement de production
existant comprend un distributeur de mousse haute pression qui dessert les chaines de
remplissage des carrosseries et des portes. L’usine est également dotée de tableaux de
chargement sur les chaines de production et portables.

7. L’¢élimination sera réalisée en reconvertissant la technologie a base de CFC-11 3 une
technologie a base de cyclopentane, et la technologie a base de CFC-12 a une technologie 4 base
d’isobutane (R600a). Le distributeur haute pression existant sera adapté afin d’étre utilisé avec le
cyclopentane. L’entreprise achétera un autre mélangeur, un systéme de wagons, un poste de
prémélange avec une béche intermédiaire, un systéme de détection du gaz, apportera des
modifications a ’usine pour des raisons de sécurité et installera un bloc électrogéne. Les cofits
comprennent également la mise en service, le transport, la vérification, les essais, ’assistance
technique et la formation. L’entreprise demande des coiits différentiels d’exploitation pour une

période de six mois afin de compenser le prix plus élevé des produits chimiques et la densité
accrue de la mousse.

Little Swan Electric Co.

8. L’entreprise a été fondée en 1980. On y a produit 100 000 appareils en 1938. En 1994,
Pentreprise a augmenté ses installations de production en installant de I’équipement de gonflage
de la mousse et de chargement des frigorigénes & base de CFC. L’entreprise a produit 177 000
appareils en 1999 et a consommé 177,3 tonnes de CFC-11 et 35,8 tonnes de CFC-12 dans la
fabrication de réfrigérateurs et de congélateurs domestiques en 1999,

9. Le projet éliminera la consommation de 35,8 tonnes de CFC-12 et 177,3 tonnes de CFC-
Il utilisés dans la fabrication de réfrigérateurs et de congélateurs a Little Swan Electric Co. en
Chine. Les solutions de remplacement choisies sont le cyclopentane pour le gonflage de la
mousse et I’isobutane comme frigorigéne. La reconversion prévoit [’adaptation des cing
distributeurs de mousse haute pression, des gabarits pour le gonflage de la mousse, des fours de
séchage existants installés dans les quatre usines de carrosseries et des deux chaines de
fabrication de portes afin qu’ils puissent étre utilisés avec le cyclopentane. Les aires
d’entreposage, de prémélange et de gonflage de la mousse au cyclopentane seront équipées de
systemes nécessaires pour la ventilation de sécurité, la détection des gaz et I’extinction des
incendies. Les chaines d’assemblage seront équipées de quatre tableaux de chargement, cing
détecteurs de fuite, des systémes de détection des fuites d’hélium et d’un systéme de soudage par
ultrasons. Des systémes d’entreposage et de sécurité seront installés pour isobutane. Le budget
comprend les coits des travaux d’ingénierie, de la mise en service, du transfert technologique,
des experts-conseil pour la vérification et de la formation. L’entreprise paiera ses propres cotts
de mise a niveau des installations. La proposition comprend également le coit des inspections de
sceurité et d’accréditation des lieux, ainsi que 10 % pour les imprévus. L entreprise demande des
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couts différentiels d’exploitation pour une période de six mois afin de compenser le prix plus
élevé des produits chimiques et la densité accrue de la mousse.

OBSERVATIONS ET RECOMMANDATIONS DU SECRETARIAT

OBSERVATIONS

Qingdao Haier

1. Le Comité exécutif a approuvé les projets d’assistance technique et d’investissement au
coiit de 6 531 213 US pour le groupe Haier.

1) Reconversion des installations de fabrication des congélateurs & Quingdao
afin de réduire de 50 % la consommation de CFC dans les carrosseries de
congélateur. Le montant de 606 00 $US a ct¢ accordé a la Banque
mondiale pour ce projet (approuvé par la dixiéme réunion).

(11) Projet en plusieurs étapes pour le développement et I’essai d’un prototype
au coit de 396 140 $US (étape 1a) (approuvé par la dixieéme réunion a titre
de projet de coopération bilatérale entre la Chine et les Etats-Unis).

(ili)  Projet en plusieurs étapes visant & augmenter le nombre de réfrigérateurs
sans CFC; étape 1b: essais sur le terrain, étape 2 : reconversion a une
technologie 4 base de cyclopentane pour le gonflage de la mousse et a
base d’isobutane pour les frigorigénes a Haier au coit de 2 980 793 $US
(approuvé par la seiziéme réunion a ftitre de projet de coopération
bilatérale entre les Etats-Unis, I’ Allemagne et la Chine).

(iv)  Projet visant & reconvertir la capacité de production de congélateurs a
Haier a des technologies a base de cyclopentane et de HFC-134a au cott
de 2 548 280 $US (approuvé pour le PNUD a la dix-neuviéme réunion).
Les renseignements généraux sur I’entreprise indiquaient que I’usine
comprenait trois chaines de production, dont une installée a I’usine n° 1 et
deux & P'usine n° 2. Aucun autre équipement de production n’a été
mentionné 4 ce moment. Le document de projet laissait entendre que la
reconversion entrainerait 1’élimination de la consommation totale des
278.5 tonnes consommées au cours de la période aolt 1994 a juillet 1995.

2. L’information contenue dans le présent projet et les projets précédents révéle que
Ientreprise en 1993-1995 procédait a I’installation de nouvel équipement a base de CFC, pour
lequel elle espérait recevoir un appui financier du Fonds multilatéral pour la reconversion a une
date ultérieure, tout en avangant les projets mentionnés précédemment. La technologie sans SAO
était en vente libre sur le marché a cette époque mais Haier ne I’a évidemment pas choisie pour
sa nouvelle chaine de production.
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3. Le projet approuvé au mois de mai 1996 pour la reconversion de trois chaines de
production de congélateurs ne mentionnait aucune chaine de production supplémentaire qui
fonctionnait depuis déja un an a cette époque.

4. Le Secrétariat a demandé au PNUD de lui confirmer la date d’installation des chaines de
production et de lui dire pourquoi le Comité exécutif n’a pas été informé de I’existence de cette
chaine de production lors de I’examen des projets antérieurs.

5. Le PNUD a indiqué que la direction du groupe Haier ne lui a fourni aucune information
concernant du nouvel équipement de production a base de CFC a cause d’une gestion
décentralisée et d’un manque de coordination. Le Secrétariat a pris notre que le déménagement
subséquent de la chaine de production a la nouvelle usine reconvertie par le PNUD dans le cadre
du projet approuvé au mois de mai 1996 indique au contraire qu’il y a une étroite coordination
entre les usines. Le PNUD a fourni de plus amples explications en précisant que 1’équipement a
été installé en 1994 et que la production n’a débuté qu’en juin 1995.

6. Le Secrétariat a examiné les couts différentiels d’investissement et d’exploitation, et
discute actuellement de ces colts avec le PNUD. Les résultats de ces délibérations seront
communiqués au Sous-comité sur I’examen des projets.

7. Compte tenu de [’assistance fournic au Groupe Haier par le Fonds multilatéral (plus de
6,5 millions $US), de la situation de Haier comme société multinationale exportant ses produits a
plus de 80 pays et propriétaire d’une filiale aux Etats-Unis (American Haier) et du fait que Haier
a install¢ une chaine de production a base de CFC pendant la mise en ccuvre d’un projet visant a
¢liminer le CFC utilisé dans ses opérations a une autre usine, le Comité exécutif pourrait
souhaiter examiner la recevabilité de ce projet et la priorité de la financer.

8. Le projet est proposé aux fins d’examen individuel.

Little Swan

9. Le Secrétariat a demandé des précisions a ’ONUDI concernant la date d’achat et
d’installation de divers équipements de production a Little Swan Company. L’ONUDI a fourni
des copies de tous les contrats prouvant que 1’installation du nouvel équipement de production
avait eu lieu en 1994 et que la production avait débuté au début de 1995.

10. Le Secrétariat a discuté avec I’ONUDI des coits différentiels d’investissement et
d’exploitation. Le nombre de tableaux de chargement a été diminué en fonction de la possibilité
d’utiliser I’équipement existant avec un équipement de remplacement équivalent. Les systémes
de détection des fuites d’hélium ont été reconnus comme non essentiels a la reconversion. Le
colt du systeme de détection du gaz a été réduit apres consultation du plan des installations de
production et de réparation. Le cott de [’adaptation des distributeurs de mousse haute pression a
été réduit au colit de I’adaptation de I’équipement d’origine par les fabricants de cet équipement.
Un générateur d’azote liquide sera fourni au lieu des deux générateurs demandés. Les opérations
de prémélange scront rationalisées en raison de la disposition actuelle de "aire de production.
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Les coits différentiels d’exploitation ont été modifiés en fonction du prix plus récent des

produits chimiques en Chine

I1. Tous les coits différentiels d’investissement et d’exploitation ont été convenus entre le

Secrétariat et ’ONUDI.

RECOMMANDATIONS

1. Le Secrétariat recommande 1’approbation générale du projet Little Swan et des cofits
d’appui connexes au niveau de financement indiqué dans le tableau ci-dessous.

Titre du projet Coiit du projet| Cofits d’appui Agence
(8US) (3US) d’exécution
b} |Remplacement du CFC-11 par le cyclopentane et du CFC-12 3204 521 362 497 ONUDI

par le I'isobutane dans la fabrication de réfrigérateurs a Littlg
Swan Electric (Jingzhou) Co. Ltd.
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FICHE D’EVALUATION DE PROJET
SECTEUR : Solvants Consommation sectorielle de SAO (1999): 4 286 tonnes PAO
Seuil de colt-efficacité du secteur : CFC-113 19,73 $US/kg
TCA 38,50 $US/kg

Titre du projet :

a) Rapport provisoire et demande de versement du deuxiéme paiement pour la mise en ceuvre du programme
annuel de 2000-2001 dans le cadre du plan du secteur des solvants de la Chine

Données relatives au projet

Solvants multiples

Consommation de {'entreprise (tonnes PAO)
Incidences du projet (tonnes PAO)
Durée prévue du projet (mois)
Montant initial demandé ($US)
Codt final du projet ($US)
Codts différentiels d'investissements a)
Fonds pour imprévus b)
Coilits diftérenticls d'exploitation ¢)
Coit total du projet (a+b+c)
Participation locale au capital (%)
Pourcentage des exportations (%)
Montant demandé ($US)
Rapport cout-efficacité (§US/kg)
Confirmation du financement de contrepartie?
Agence nationale de coordination
Agence d'exécution

6 955 000

100 %
0 %

PNUD

Recommandations du Secrétariat

Montant recommandé ($US)

Incidences du projet (tonnes PAO)

Rapport cotit-efficacité (§USrkg)

Cotts d'appui de l'agence d'exécution (3US)

Coit total pour le Fonds multilatéral
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Rapport provisoire et demande de versement du deuxiéme paiement pour la mise en (Eu{/re du
programme annuel de 2000-2001 dans le cadre du plan du secteur des solvants de la Chine

PARTIE A :
OBSERVATIONS ET RECOMMANDATIONS DU SECRETARIAT

1. Le PNUD a soumis les documents suivants aux fins d’examen par le Comité exécutif :

(a) Un rapport provisoire sur la mise en ceuvre du plan de secteur des solvants pour
1’élimination des SAO en Chine afin de justifier la demande d’approuver le solde
a payer pour le premier programme de mise en ceuvre, 2000-2001, a savoir 6,955
millions $US plus les colits d’appui de 695 500 $US.

(b) Un premier programme de mise en ceuvre amendé proposé pour 2000-2001.

Rapport provisoire

2. Le rapport provisoire indique que les activités annoncées dans le programme de mise en
ceuvre de 2000-2001 examiné a la trentiéme réunion du Comité exécutif avancent mais accusent
un retard de deux mois attribuable au besoin d’effectuer des travaux promotionnels essentiels
auprés des entreprises et des associations industrielles, et de diriger des ateliers, des séances de
formation et des échanges sur les technologies de remplacement. Le PNUD a indiqué que ce
retard n’affectera pas le respect des objectifs de réduction de 2001 car I'interdiction d’importer et
d’exporter le CFC-113 entrera en vigueur le 17 janvier 2001 (six mois avant la date prévue) et
que la production de CFC-113 en Chine sera réduite au niveau demandé de 2 700 tonnes PAO.

3. Le retard de deux mois signifie toutefois que la date de signature de la premiere vague de
contrats de réduction des SAQ est reportée de septembre & novembre 2000. Le rapport provisoire
indique que le processus de soumission est en cours. Le PNUD prévoit présenter un rapport
verbal 2 la trente-deuxiéme réunion afin de confirmer que les contrats ont été exécut€s comme
indiqué.

4. L’accord entre le Comité exécutif et le gouvernement de la Chine qui a pris fin a la
trentiéme réunion stipule que « 6,955 millions $US de plus seront versés au mois de janvier 2001
pour la période janvier 2001 a décembre 2001, sur vérification satisfaisante a I’effet que la Chine
a mis fin au processus de soumission pour les activités d’élimination de 2001, comme rapporté a
la trente-deuxiéme réunion du Comité exécutif. »

Programme de mise en ccuvre révisé

5. Le gouvernement de la Chine a préparé une version révisée du premier programme de
mise en ceuvre, comme le lui a conseillé le PNUD, afin de fairc connaitre la volonté de la Chine
d’entreprendre une réaffectation importante des fonds a I’intéricur du programme 2000-2001. La
Chine propose de réduire de 2 millions $US les sommes allouées aux contrats de réduction et de
réaffecter cette somme a de nouvelles activités, plus particulicrement le développement et la
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production de solvants de remplacement. Cette proposition ainsi que les autres propositions
révisées figurent au tableau 1 ci-dessous. Toutes les autres activités contenues dans le
programme de mise en ccuvre initial demeurent inchangées.

Tableau 1.

Elément

Version initiale

Version révisée

Changement au calendrier

Signature des contrats de réduction des SAO | Septembre 2000 Novembre 2000
pour 2000
Signature des contrats de réduction des SAO | Janvier 2001 Juin 2001

pour 2001

Contréle des importations et des exportations
de solvants a base de SAO

I juillet 2001

Contréle : 17 juiliet 2000
Interdiction : 1 janvier
2001

[nterdiction d’exportation
du TCA: I janvier 2000

Sensibilisation du public

Début avant avril 2000

Début avant juillet 2000

Préparatifs en vue de I’élaboration d’un plan | Début avant juillet 2000 Début avant septembre
de gestion des solvants a base de SAO 2000
Ltablissement des normes et des exigences | Contrat signé avant juillet | Contrat  signé avant

techniques

2000

octobre 2000

Réaffectation des fonds

Contrat de réduction du CFC-113

4.8 millions $US en 2000;
4,8 millions $US en 2001

4,5 millions $US en 2000
5,0 millions $US en 2001

Contrat de réduction des TCA

1,45 million $US en 2000
1,455 million $US en 2001

0,5 million $US en 2000
0,55 million $US en 2001

Développement et production de solvants de
remplacement

Aucun

1,25 million $US en 2000
0,75 million $US en 2001

Sensibilisation du public 100 000 $US 70 000 $US

Formation 120 000 $US 90 000 $US
Renforcement des ATSS 180 000 $US 170 000 $US
Experts-conseil Aucun 70 000 $US

Montant total réaffecté 12 905 000 $US 12 905 000 $US

6. Le PNUD a indiqué que malgré la réduction de 2 millions $US dans les contrats de

réduction des SAO et des systémes de coupons pour le CFC-113 et les TCA en 2002 et en 2001,
le Chine croit fermement pouvoir réduire sa consommation aux niveaux nécessaires pour
atteindre les objectifs de contrdle de 2001 et de 2002 précisés dans I’Accord. La Chine estime
que le processus de soumission donnera lieu a un coiit d’élimination par tonne PAO inférieur au
colt budgété, de sorte que la somme affectée réduite devrait suffire a couvrir les coits des
contrats de réduction des SAO de 2000 et 2001.
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7. En ce qui concerne la nouvelle dotation de 70 000 $US pour les experts-conséil, le PNUD
a indiqué que les activités proposées demeurent inchangées et que la réaffectation des fonds
correspond mieux aux classifications budgétaires du PNUD.

8. Le plan révisé propose d’affecter la somme de 2 millions $US provenant du premier
programme de mise en ceuvre au « choix et au développement de nouveaux solvants », y compris
une étude de Putilisation et de la production de bromure de n-propyle, dont la valeur PAO est
faible et qui fait actuellement I’objet d’études entreprises par le Groupe de I’évaluation
scientifique et le Groupe de I’évaluation technique et économique a la demande des Parties. Le
Secrétariat a demandé a recevoir de plus amples renseignements sur les raisons pour lesquelles
une dépense de cette importance n’a pas été annoncée dans la stratégie initiale approuvée cette
année et la proposition d’utiliser le bromure de n-propyle et ce, en vertu de la décision X/8 qui
encourage les Parties, a la lumiére des rapports du Groupe de I’évaluation scientifique et du
Groupe de I’évaluation technique et économique, & prendre les mesures actives nécessaires pour
décourager la production et le marketing de nouvelles substances appauvrissant la couche
d’ozone.

9. Le PNUD a indiqué qu’un solvant de nettoyage portant le nom HEP-2 contenant environ
70 % de bromure de n-propyle est actuellement importé des Etats-Unis, ou il est utilisé, et que
son prix est de 1,5 a 2 fois plus élevé que le prix local du CFC-113. Compte tenu de 'importance
et de la nécessité de développer des produits de remplacement locaux afin de fournir des produits
de bonne qualité en quantité suffisante et & un prix raisonnable, la Chine appuiera le
développement et la production de ce solvant. SEPA a fourni ce solvant aux entreprises en
indiquant qu’il s>agit d’un des produits de remplacement qui doit €tre utilis¢ dans la préparation
des soumissions pour la premiére année d’élimination. Si Ientreprise gagnante décide d’utiliser
ce produit comme solvant de remplacement, la Chine en approuvera lutilisation dans des
activités appropriées. Par contre, la Chine s’assurera que les décisions des Parties et du Comité
exécutif sur I’utilisation de ces solvants de remplacement sont respectées a lettre.

10. Le PNUD a indiqué que les solvants & base de bromure de n-propyle ont des propriétés
semblables a celles du CFC-113 et du TCA, et qu’ils peuvent étre utilisés a plusieurs fins,
comme par exemple la production d’affichages a cristaux liquides et le nettoyage des métaux. Le
Secrétariat reconnait que ces solvants peuvent étre utilisés dans I’équipement existant, éliminant
le besoin de changer 4 de la machinerie utilisant une technologie a base aqueuse, ce qui réduit les
colits de I’élimination.

11 Le deuxiéme solvant proposé aux fins de développement local porte le nom HT-1 et
contiendrait des « carbones hydratés ». On présume qu’il s’agit d’hydrocarbures mais le PNUD a
6té incapable d’obtenir des précisions sur la substance utilisée au moment d’écrire ces lignes. La
substance serait sans PAO, non toxique et utilisée dans I’industrie de ’aviation de la Chine
depuis plusieurs années.

RECOMMANDATION

1. Le Comité exéeutif pourrait souhaiter accorder le financement demandé pour 2001 en
raison des observations ci-dessus, le rapport verbal sur les progrés réalisés dans le domaine des



UNEP/OzL.Pro/ExCom/32/30/Chine
Page 31

contrats de réduction des SAO qui sera 'présénté par le PNUD a la trente-deuxiéme réunion et du
point de vue du Comité exécutif sur la réaffectation proposée des fonds pour le développement et
la production de solvants de remplacement, y compris le bromure de n-propyle.




PART B

INTERIM REPORT AND REQUEST FOR SECOND PAYMENT ON THE
[MPLEMENTATION OF THE 2000-2001 ANNUAL PROGRAMME UNDER THE
CHINA SOLVENT SECTOR PLAN

Prepared by
State Environmental Protection Administration (SEPA), China
and
United Nations Development Programme (UNDP)

BACKGROUND

At its 30" Meeting held in Montreal 29-31 March 2000, the Executive Committee of the
Multilateral Fund for the Implementation of the Montreal Protocol (ExCom), by Decision 30/56,
approved the 29 March 2000 “Agreement for ODS Phascout in China’s Solvent Sector” on the
phaseout of ozone-depleting substances (ODS) in China’s solvent sector at a total cost of $52
million to the Multilateral Fund (MLF).

The Agreement is for the phased reduction and complete phaseout of the consumption of
trichlorotrifluoroethane (CFC-113) and 1,1,1 trichloroethane (TCA), as well as the consumption
of carbon tetrachloride (CTC) used as cleaning solvents in China.

The $52 million would be paid out in installments over an eleven-year period in the exact amount
of US dollars as specified in the Agreement, starting in the year 2000 and ending in 2010. By the
approval of the Agreement, China committed that in exchange for the funding level specified, it
will eliminate its total non-exempt CFC-113 and TCA consumption, as well as its total CTC
consumption for solvent use in accordance with an agreed schedule. China further agreed that
total non-exempt CFC-113 and TCA consumption in China, as well as the total consumption of
CTC in the solvent sector in China will not exceed the levels agreed for specific chemicals in
each of the year up to 2010.

China will phase out its CFC-113 consumption by 1 January 2006 and its CTC consumption by 1
January 2004, save for consumption of these two ODS for feedstock and process agent uses, and
for CFC-113 consumption and CTC solvent consumption that may be agreed by the Parties to be
essential for China after 2010. TCA will be totally phased out by 1 January 2010, save for any
TCA solvent consumption that may be agreed by the Parties to be essential for China after 2015.

The United Nations Development Programme (UNDP) has agreed to be the implementing agency
for this project for the first three years at a fee of 10% of funds allocated during that period. The
fees for future years will be agreed between the Executive Committee and the implementing
agency for the project.



ACTIVITIES UNDERTAKEN

Immediately after the-approval of the Agreement, SEPA and UNDP held many discussions on
~ implementation arrangements and -preparation of workplans. The ‘project document was signed

by SEPA and UNDP in June 2000. The draft Project Implementation Manual (PIM) was
reviewed, finalized and agreed by SEPA and UNDP in June 2000.

A Domestic Implementing Agency (DIA) was to be selected to assist SEPA in undertaking the
day-to-day operational activities to facilitate enterprise level phaseout. Shortlisting of qualified
bidders for the selection of DIA started in April 2000. Bidding for the DIA was initiated by the
end of June 2000. Bid evaluation took place late August 2000 and the selection of DIA was

approved by UNDP headquarters in September 2000. A contractual agreement is now being
finalized by UNDP.

In June 2000, SEPA conducted a seminar for the industrial associations and national experts to
introduce the Solvent Sector Plan, to initiate action to organize the Alternative Technology
Support System (ATSS), to discuss the operational mechanism, to obtain updated information on
current cleaning technologies and trends in each industrial sector, and to identify and assess
alternative solvents and conversion technologies for different ODS solvent consuming  sub-
sectors. Inaddition, development of alternative solvent technologies was discussed.

In July, international and national experts met together to further develop the sector phaseout plan
in defining the phaseout priorities, set time schedules, identify technical options and funding level
for phaseout in cach sub-scctor. National experts gained experience through exchanges with

international experts. Phasecout schedules were refined and preparation for the first bidding of
ODS Reduction Contacts were carried out.

In early August 2000, SEPA and Ministry of Information Industry (MII) convened a National
Conference for the Implementation of Solvent Sector Plan to publicize the Solvent Sector Plan
and to mobilize related industrial associations, enterprises and research institutes to participate
and facilitate in the phaseout activities. 42 enterprises, most of (hem large CFC-113 consumers,
participated in the conference and would be candidates of phasecout in the First Annual
Programme. Industrial associations, research institutes and technical committees also made

presentations on alternative solvents currently under development and on substitution
technologies available in different sub-sectors.

Bidding documents for ODS Reduction Contracts to phase out the amount of ODP required to
meet the 2001 targets were sent out in September 2000 to 30 large liquid crystal display (LCD)
manufacturers and other solvent consuming enterprises. All these enterprises have pre-registered
their interest in converting to non-ODS cleaning technologies. The consumption of these
enterprises is more than 640 MT CFC-113. It is expected that ODS Reduction Contracts in
excess of the required 2000 reduction of 466 MT CFC-113 will be signed. Closing date for
submission of bid is 6 November 2000 and it will be followed by two weeks of bid evaluation.

ODS Reduction Contracts will be signed with the selected successful bidding cnterprises by 24
November 2000.




Due to the time required to complete some of preparatory works that are critical to the successful
initiation of enterprise level phaseout activities, the initiation of the first year bidding process was
delayed and subsequently the signing of the ODS Reduction Contracts will be delayed for about
two months, from September 2000 to November 2000. This two-month delay will not affect
China’s achieving its 2001 CFC-113 and TCA reduction target levels. China will reduce CFC-
113 production level to 2,700 tons in 2001 and import and export ban of CFC-113 will be in
effect January 1, 2001, therefore the consumption of CFC-113 at the national level will be less
than 2,700 ODP tonnes, ensuring China will meet the 2001 control target.

While all key components of the technical assistance activities were initiated, the initiation of two
activities were delayed for about three months in order to allow staff to concentrate on the
preparation and kick-off of the first bidding process.

To better align with UNDP’s budget classification, the cost allocations among some of the
technical assistance components have been rearranged with part of the allocation moved to the
“consultants” category, however the purpose of the usage of these funds has not been changed.

2001 FUNDING

In approving the Agreement, the ExCom approved the release of the 2000 funding level of $6.75
million to facilitate China's initiation of activities to meet the 2001 reduction target levels as well
as work towards achieving future years' reduction targets. The ExCom also decided that an
additional amount of $6.955 for the year 2001 would be made available to China, for the period
January 2001 through December 2001, upon satisfactory verification that China has finished the
bidding process for phascout in 2001. China and UNDP are to provide such report at the 3™
Meeting of the ExCom.

Bidding process for ODS phascout for 2001 is currently in progress with a bid closing deadline of
6 November 2000. As the ODS Reduction Contracts can only be signed at the conclusion of a
careful bid evaluation to be completed towards the end of November 2000, SEPA and UNDP can
only report at the time of submitting this report (11 October 2000) that the bidding has been
initiated and that the entire process will be completed by the time the 32" ExCom Meeting is in
session. SEPA and UNDP will present an oral report during the 32™ ExCom Meeting on the
final result of the bidding process, in order for the Executive Committee to approve the release of
the 2001 funding in the amount of $6.955 million in January 2001.

DEVELOPMENT AND INVESTMENT OF ALTERNATIVE SOLVENT PRODUCTION

During the preparation for the implementation of the Solvent Sector Plan, China realizes that the
most important challenge for a successful and smooth phaseout in the solvent sector is the
sufficient availability of good quality alternatives at reasonable low price. At present, China
imports most of the altcrnative solvents at very high price which is a major obstacle to getting the
interest of enterprises to participate in phaseout activities. Some local enterprises have embarked
on the development and production of alternative solvents and cquipment. SEPA strongly



believes that one important activity in the successful implementation of the Solvent Sector Plan is
to assist these local enterprises.in the development of these alternative solvents that are identified
to be of good potential substitutes and to provide investment in building up their production
capacity in order to provide sufficient supply to current ODS solvent consumers. The matter was
discussed in many occasions between SEPA and UNDP.

Two locally developed alternative solvents, HEP-2 (including nPB) and HT-1 have been
evaluated by Chinese industries and found to be economically and technically acceptable

alternative solvents. Testing and pilot production in some sub-sectors have proven to be effective
and their use being accepted by those enterprises.

HEP-2 is a chemical mixture, its main component is nPB (60-70%) and 3 other non-ODS, non-
toxic chemicals. Its physical property is quite similar to TCA and can be used for cleaning
instead of CFC-113 and TCA in many applications, such as LCD and metal cleaning. At present,
HEP-2 is imported from USA at 1.5 to 2 times the price of CFC-113. As HEP-2 is produced and
used in America and its cleaning property has been proven by testing and pilot production in
China, SEPA has provided to the enterprises as one of the alternative solvents to be used in
preparing for the first year bidding.

HT-1 is a locally produced co-solvent. Its main component is hydrate-carbon. lIts has zero ODP
and has no toxicity. HT-1 was used safely for several years in aviation industry in China. It
cannot be used widely as CFC-113 and TCA, but it can be used as one alternative option for ODS
phaseout in some sub-sectors and enterprises.

While China understands that nPB is a low ODP substance and that the Scientific Assessment
Panel and the TEAP are evaluating nPB and will draft new report regarding its ODP value and

toxicity, China will abide by the decisions made by the Parties and the Exccutive Commuttee
regarding its usage.

Realizing the importance and necessity of developing local alternative solvents to provide
sufficient good quality at reasonable price to enterprises that will undertake ODS phascout
activities, China will support the development and production of HEP-2 and HT-1. Ifa winning
enterprise in the bidding process chooses to use HEP-2 as an alternative solvent, China will
approve its usage in the appropriate applications. China will ensure that the decision of the

Parties and the Executive Committee regarding the usage of these alternative solvents will be
strictly followed.

To meet the requirement of the development and production of alternative solvents, a total of $2
million was reduced from the ODS Reduction Contracts and Voucher System in 2000 and 2001,
to be reallocated to the development and production of alternative solvents. SEPA has revised
the 2000 — 2001 Annual Programme to include this support.

While $2 million will be deployed from the ODS Reduction Contracts and Voucher Systems of
CFC-113 and TCA in 2000 and 2001 to provide for the development cost and investment capital
for alternative solvents, China strongly belicve that even with the $2 million reduction, it will still




be able to sign sufficient ODS Reduction Contracts to phascout the level of consumption required
to meet the 2001 and 2002 control targets, as stipulated in the Agreement. This will be achieved
- through the bidding system which China -anticipates that the bidding will result in a lower
" phaseout cost per ODP tonne, therefore the reduced allocation will still be sufficient to cover the
cost of the 2000 and 2001 ODS Reduction Contracts.

ACTION REQUESTED

The amended 2000 — 2001 Annual Programme is attached herewith for the review and approval
of the Executive Committee. ~

At the 32™ Executive Committee Meeting to be held 6-8 December 200, SEPA and UNDP will
present an oral addendum to this report on the result of the 2000 bidding for the ExCom to
approve the release of the 2001 funding of $6.955 million in January 2001.
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Solv_ent Sector Plan for ODS Phaseout in China

First Implementation Programme

A. Background

Solvent Sector Plan for ODS Phaseout in China was approved at the 30" Executive
Committee (ExCom) Meeting in March 2000. The ExCom, by Decision 30/56 approved the 29 March
2000 “Agreement for ODS Phaseout in China’s Solvent Sector” with total funding of US$52 million.
United Nation Development Programme (UNDP) agreed to be the international implementing agency of
this programme for the first threc yeas at a fee of 10% of funds allocated during that period. The
execution duration of First Implementation Programme of China's Solvent Sector Plan is from July 1,
2000 to December 31, 2001. Before the end of June 2000, UNDP and SEPA signed the Project
Document of Solvent Sector Plan for ODS Phaseout in China and the draft Project Implementation
Manual (PIM) for this sector plan was finalized and agreed upon. Based on the Project Document and the
PIM, Request for Proposal for the selection of a Domestic Implementing Agency (DIA) was issued to 9
selected potential bidders on 28 June 2000. The bid evaluation of the DIA was completed before the end
of August 2000 and a Chinese enterprise based in Beijing was selected to be the DIA. The selection was
approved by the UNDP headquarter in September 2000.

On 9-11August 2000, SEPA and the Ministry of Information Industry (MII) organized a
Nation Conference for the Implementation of Solvent Sector Plan. 42 enterprises participated in the
meeting, most of them are large CFC-113 consumers and will be candidates of ODS solvent phaseout
project for the First Annual Programme. The Alternative Technology Support System (ATSS) was
developed during the pre-session on 8 August 2000. The ATSS consists of national expert group (12
candidates), 6 industrial associations, 3 alternative technology support centers (research institutes) and
more than 20 alternative solvent and equipment suppliers.

To meet the requirement in the Agreement for ODS Phaseout in China’s Solvent Sector,
the DIA, in cooperation with the Special Working Group for Solvent (SWG) under the Foreign Economic
Cooperation Office (FECO) of SEPA, prepared the Bidding Document that was issued to 30 large CFC-
113 consumers and invited these enterprises to participate in the bidding for the 2001 ODS Reduction
Contracts. All these enterprises have been pre-registered and have expressed their interest on non-ODS
cleaning technology conversion. Total consumption of these consumers is more than 640 MT CFC-113

in last year, and 466 MT CFC-113 reduction contracts are expected to be signed before 24 November
2000 through this bidding process.

In preparation for the implementation of the Solvent Sector Plan, China realizes that the
most important challenge is to provide sufficient alternative solvents and equipment at reasonable price in
good quality to the market. At present in China, the imported alternatives arc all at very high price and
most Chinese enterprises can not afford it. Some local enterprises can provide some alternative solvents
and equipment but the supply is still at low quantities. Therefore, FECO/SEPA and MII plan to support
and expand the local alternative production capacity in the Solvent Sector Plan so as to meet the
requirements of the ODS solvents phaseout. China believes that this is the best way to reach the ODS
solvents phascout target and will make project implementation more smoothly and successfully.

On the basis of half year preparation for the implementation of Solvent Secctor Plan,
China amends the First Implementation Programme (2000-2001) with addition of support to local
alternatives development and production, reallocation of budget for some of the technical assistance
activities, reschedule of the 2000 and 2001 bidding process but with no changes on the phascout target.




B. Phaseout Scope and Approach

The Solvent Sector Plan uses a phased, performance-based approach as described. in -
detail in the final version of * ‘Solvent Sector Plan For ODS Phaseout in China" (March 30, 2000) to
phaseout consumption- of CFC-113, TCA and CTC in cleaning applications and development and
implementation of an Alternative Technology Support (and delivery) System (ATSS). The scope of the
First Implementation Programme is now amended to include the development and investment of
alternative solvents indicated in vi): :

i) Develop and begin implementation of the ATSS for all solvents and technologies;

i) Develop and begin implementation of the Voucher System for small solvent users;

iii.)  Undertake and complete ODS Reduction Contracts with about 20-40 large and medium user
enterprises and redeem vouchers with about 100 small users in the second year to eliminate
consumption of 466 MT tons CFC-113 and 100 MT tons TCA by the end of 2001; (the contracts
will give a total reduction of 1,121 MT tons for CFC-113 and 200 MT tons for TCA, with the
balance resulting in reductions in 2002)

iv) Undertake technical assistance activities described in Table 3;

v.) Undertake policy action described in Table 3; and

vi.) Develop of alternative solvents and initiate investment to increase capacity of local
production, Table 4.

C. Actions and Proposed Funding

Solvent consumption phaseout requires implementation of investment projects at the
enterprise level, with, on the average, about one year lag between local funding approval at the enterprise
level and commissioning of non-ODS technology system. Thus, this First Implementation Programime
covers funding for 18 months, with the first ODS phaseout results being achieved in 2001 and additional
results achieved in 2002. Activities and proposed funding for the Implementation Programme are
summarized in Table | and shown, respectively, for 2000 (six months) and for 2001 (for 12 months). The
funding allocation for ODS Consumption Reduction Contracts and for Development and Investment on
Alternative Solvents Production may be slightly adjusted based on phaseout cost requirement at
enterprises level. Details are given in Table 2 to Table 4. Performance indicators are shown in Table 5.

At its 30" Meeting, the Executive Committee approved the payment of US$ 6.75 million
for China to implement the First Implementation Programme, to cover the period from July 1, 2000
through December 31, 2000. The ExCom also decided that an additional US $6.955 million will be made
available in January 2001, for the period January 2001 through December 2001, upon satlsfactory
verification that China has finished the bidding process for phaseout in 2001, to be reported at the 32
Meeting of the Executive Committee.

At the conclusion of the First Implementation Programme, China will have reduced CFC-
113 consumption to 3,375 MT tons (ODS) during calendar year 2001, and 2,750 MT tons (ODS) CFC-
113 in 2002, including phaseout results from ongoing projects.
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Table 1 Activities and Proposed Funding (USS 1,000)

Enterprise Level Actions 2000 2001
ODS Consumption Reduction Contracts (or vouchers redeemed)
2000/2001 _ 1,121 tons CFC-113* :

estimated 20-40 larger and medium users of CFC-113 4,500 5,000
2001 estimated 100 small users of CFC-113 under voucher system
2000/2001 200 tons TCA under above ODS Reduction Contracts

500 - 505

Development and Investment on Alternative Solvents Production 1,250 | 750
Technical Assistance, including policy actions and development of ATSS 500 700
Proposed Funding 6,750 |6,955

* The contracted phaseout target will be properly higher than 1,121 tons CFC-113 to safely meet the
agreed phaseout target.

D. Enterprise Level Actions

Enterprise level activities focus on identifying, funding and implementing about 20-40
large and medium sized projects during 2000-2001, identifying and completing about 100 small sized
projects through redeemed vouchers in 2001, plus identifying projects that would be funded in the Second
Annual Implementation Programme (2002). Project identification will be carried out in several ways.
UNDP will take an active role in identification/development of phaseout projects, but the principal focus
will be on use of local resources including PMO, DIA, MII, ATSS agencies, technical institutions and
local consultants.  Promotional work will include dealers, equipment manufacturers, provincial level
industrial bureaus and use of media outlets.

Projects to be implemented in the first year will require that ODS Reduction Contracts be
signed by November 2000. PMO has undertaken an accelerated action plan to identify, bid and negotiate
these contracts starting in September 2000. The focus will be on the larger enterprises in sub-sectors such
as LCD. These sub-sector enterprises have already initiated action on early ODS phaseout and are well
positioned to have contracts signed by November 2000. This expedited action has been done in parallel
with the development of the formal bidding system and selection of DIA. The bidding for the second
group of projects will proceed in early 2001 under the normal operational procedures as described in
Chapter VI of the Solvent Sector Plan.

Table 2 Implementation Programme - Phaseout Targets and Enterprise Activities (July 1,2000
— December 31,2001)

SOLVENT CONSUMPTION PHASEOUT TARGETS & ACTIVITIES (CFC-113 and TCA)
MLF Start of|Reduction |Reduction |[End of]
$ million|programme|Target Contract }programmejKey Actions Required Key Dates
Requested |(MT) (MT) (MT) (MT)
CFC-113 4.5(2000) Conversion of ODS solventfJuly 1, 2000
Domestic. 5.0(2001) 466 1,121 enterprises  to non-ODS{- Dec 31,
consumption . \-1o o cleaning technology 2001
CFC-113 149 149 0 Ban on import and
Import management on export
Ongoing 600
project
Consumption By
Phaseout 4,441 1066 3,375 December
target 31,2001




0. .
TCA 0025)25000) 6,230 100 100 6,130 Require all ODS
(2001) reduction contracts to;
- include - 100% of all
solvent use by enterprise
bidding
ENTERPRISE-LEVEL ACTIVITIES (For CFC-113 and TCA)
Estimated MLF # of enterprises . .
$ million requested |targeted Key Actions Required jKey Dates
1. Conversion[CFC-113 4.5 (2000)|1. L/M: 20-40 (2000 . . 1. 2000 Bid winners
of  ODSKCFEC-113 5.0 (2001)] and 2001) I Sign ODS reduction] 4 contracts signed
consumers Contracts (20-40) by November 2000;
2001 Bid winners and
contracts signed by
TCA 0.5]2. Small: 100 (2001) June 2001
(2000) 2. During 2001
TCA 0.505|Included in  L/M|2. Redeem  vouchers
(2001) contracts with 100 small users
E. Development of Alternative Technology Support System

F.

The ATSS consists of national solvent expert group, three technology institutes,
industrial associations, a small number (about 5 to begin with) of equipment suppliers, several solvent
producers and selected solvent dealers that will supply technology and technical assistance to ODS
solvent users. The ATSS will have the technical ability and experience to supply alternative cleaning
technologies and equipment, and will develop technical support capability to assist small solvent
users/customers regarding their selection of the most appropriate option for moving to a non-ODS
operating design. The ATSS will be developed during 2000 and begin delivering its technical services
and equipment during 2001.

Policy Actions

The following policies will be promulgated to support implementation of the First

Implementation Programme and the overall Solvent Sector Plan:

()

(v)

(c)

Bidding -- A bidding system for consumption phaseout will be implemented following
approval of this Implementation Programme. Recipient enterprises will be determined
through a bidding procedure administrated by DIA/PMO. The lowest bidders will be
awarded grant funds after bid evaluation. PMO will sign ODS Reduction Contracts
with the winning enterprises.

Production quota — A regulation on a production quota for CFC-113 is being
implemented under the CFC Production Sector Plan. The production quota of CFC-
113 for 2000 is 4,125 tons ODS (3,300 tons ODP) and for 2001, 3,375 tons OoDS
(2,700 tons ODP). This is the key policy instrument for accomplishing the phaseout
objective.

Banning newly-built equipment which produces or uses ODS:--On Nov. 1, 1997,
SEPA together with other ministries promulgated “The notice on banning newly-built
enterprises which produce or use ODS™. It is very important to continue to implement
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the Notice and to achieve sustainable phaseout results. SEPA will disseminate details
of the notice to all -prospective consumers through various channels (news media,
_ bulletin, propaganda.) :

(d) Phaseout for enterprise mehglble under MLF guidelines with respect to foreign
ownership or export share of output should phaseout ODS solvents by their own
resources and on a schedule consistent with the overall solvent phaseout schedule,

(e) Controlling supply and consumption of ODS solvent -- The following regulation will
be implemented to control supply and consumption of solvent:

(1) Imports and exports: CFC-113 imports and exports will be controlled in
2000 and banned after January 1, 2001; import and export of TCA will
be controlled after July 1, 2000 and export ban on TCA will be added
after January I, 2001.

(11) Local production of CFC-113 will be controlled under the CFC
Production Sector Plan and production of TCA is expected to be
controlled under the CTC/TCA Production Sector Plan now being
prepared by SEPA and the World Bank;

(iii)  Enterprises that implement projects under the Solvent Sector Plan will not
be permitted to use any ODS solvent after their respective projects are
completed.

(iv) Ban on use of new solvent with higher ODP: after January 1, 2001,
solvent users will not be permitted to switch to different solvent with
higher ODP.

() Establishment of standards and technical norms -- These standards will be developed
in TA activities as described below.

G. Technical assistance (TA) activities
TA activities concentrate on:

(1)  strengthening the overall institutional framework;

(ii)ymanagement, monitoring and evaluation capabilities of participating institutions;

(iil) training enterprise managers, technical personnel and decision makers at various levels,
(iv)  development of the Alternative Technology Support System.

All terms of references and work schedule will be agreed with UNDP prior to signing
contracts and initiating work.

Main TA activities include:

(a) Development of a Management Information System (MIS) for ODS solvent phaseout in
the solvent sector - The MIS is an important tool in management and supervision of all
phaseout activities. It is used to monitor performance in the solvent phaseout and to
generate progress reports on implementation of the Solvent Sector Plan required by
ExCom and UNDP. An information management center will be established in PMO
and two sub-stations in M1l and DIA.

(b) Public Awareness Campaigns - Introduce and publicize Solvent Sector Plan and ODS
solvent phaseout schedule in newspaper and other media to make people, especially the
ODS solvent users to understand the phascout plan. Provide information and guidance

to the related enterprises to make them aware of how to prepare and take part in the
phaseout actions.

(¢) Training of personnel involved in implementation of phaseout activities -- 1Uis necessary
to provide training for: 1) environmental stafl and decision makers to increase their
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recognition and management capacity, 2) industrial managers and technicians to
enhance their understanding of alternative technology and to master how to use it, 3)
ODS and substitute solvent dealers to deliver information on update alternative non-
ODS solvent technology to their users, especially for SME. Training is needed to
prepare enterprises to bid in the following year, to supervise 'solvent production and
consumption to manage and monitor ODS import and export, and to learn operating
procedures in the solvent sector phaseout approach. This type of trammg will need to
be repeated cvery year in the first few years of implementation.

(d) Developing Alternative Technology Support System -- The ATSS will include three
technical support centers (including No. 46 Institute funded by MLF, one institute in
Shanghai funded by Swedish Government and a third center in Guangdong being
developed), national solvent expert group, plus dealers, procurement agent(s) and local
equipment suppliers. The support system will provide services such as technical
consulting and support and includes development of a promotion and delivery system to
reach the many small solvent users, as well as development and promotion of low cost
alternate solvents and development and promotion of low cost local equipment and low
cost conversion processes.

(¢) Establishment of a Third Technical Center: Proposed in Guangdong to be developed in
2000/2001. The scope and objectives of the third technical support center will be
substantially the same as for the first two centers.

(f) Establishment of standards and technical norms:

1) Production safety regulations on using flammable substances as solvent;
2)  Environmental regulations on using toxic substances as solvents;

3) Related environmental regulations on solvents without ODS;

4) Technology identification of solvent without ODS;

5) Standards for quality identification of solvents without ODS.

6) Standards for non-ODS alternative cleaning technologies.

(g) Preparation for the development of a solvent management plan —- The Solvent Sector
Phaseout Plan lays out principles for establishment of a solvent management plan. This
represents only the first stage of development to initiate all preparatory work. Issues
and activities are highlighted below:

(i)  Rapid phascout of ODS solvent production in China will cause demand after 2010
to be covered increasingly by substitutes.  This makes it imperative that
preparation work for the development of ODS substitutes to start in 2000.
Preparation of the plan will draw on experiences from developed countries.

(11)  Determine essential and necessary usage in the solvent sector.

(iii) Conduct survey and study on the alternative solvents, and assist in the selection of
alternatives, testing, tryout and spreading of ODS substitute activities in selected
enterprises through demonstration.

(h) National and International Consultants -- Recruit national and international consultants
to provide alternative technical services for training and technical conversion guidance
to ODS solvent users.

The above policy initiatives, enterprise-level and technical assistance activities are summarized in
Table 3 below.
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Table 3 Implementation Programme - Policies and TA Activities

(July 1, 2000 — December 31, 2001)

POLICY INITIATIVES : : :
ACTIVITIES Actions Required Key Dates
I. Bidding system 1. Establish operating procedures; 1. System in place by July, 2000
' 2. Train enterprises for bid]2. July-August ~ 2000 for 2000
preparation activities & March-April 2001
for 2001 activities
3. By November 2000 and June
3 Determine winning enterprises 2001
4 Sign ODS Reduction Contracts; |4. By November 2000 and June
S Implement ODS Reduction}2001
Contracts. 5. After November 2000, for 12-18
month implementation period
2. Production Quota 1. The production quota of CFC-]1.By the end of 2000

113 for 2000 will not exceed
4,125 tons ODS (3,300 tons
ODP) 2.By the end of 2001

2. For 2001 will not exceed 3,375
tons ODS (2,700 tons ODP).

Promotional campaign, through

[

3. Notice on banning newly-built

enterprises which produce or use various channels;
OoDS 2. Joint supervision of Notice by
local Electronic Bureaus and
EPBs.
4. Notice: Foreign  enterprises| Promotion campaign and monitoring | From July 2000
should phaseout ODS solvent by
0Wn resources.
5. Controlling import and export]1. Import and export of CFC-113,|1. By July 1, 2000
of ODS solvent TCA and CTC will be controlled
in 2000; 2. By January 1, 2001

2. lmport and Export of CFC-113
and CTC will be banned in 2001; |3. By January 1, 2001
3. Export of TCA will be banned in

2001.
TECHNICAL ASSISTANCE ACTIVITIES
ACTIVITIES ' MLF fundingjActions Required Key Dates
requested
(US$000)




a. MIS development 50 : MIS center will be located injl. Start preparation in
' PMO, with substations in MII and| - June 2000.
DIA . ‘ 12. Operational at
: 2000.
b. Public Awareness 70 Promote public awareness of|Start no later than July
enterprises on ODS solvent sector{2000
phaseout activities o
¢. Training 90 Training on supervision of ODS|Start no later than July
solvent consumption and operating]2000
manual.
d. Strengthening ATSS 170 Start in June 2000
e. Establishment of thirdj200 Start in September 2000
technology center
f. Preparation for  the}300 1. Preparation of a report on Start  no later than
development of a non- experiences from September 2000
ODS solvent developed countries.
management plan 2. Determine  essential and
necessary usage in the solvent
sector
g. Establishment of]250 By qualified institution Start  no later  than
standards and technical October 2000
norms
. National and{70 Start no later than July
International 2000
Consultants
Total for TA Activities}i,200
in 2000 - 2001
H. Development and Investment of Alternative Solvents Production

The potential candidates of alternatives to be developed include n-propyl bromide (nPB),
hydrate-carbon, HFCs, etc. Based on cleaning test and market analysis conducted in China so far, there
are several non-ODS solvents produced locally that could be used to replace CFC-113 and TCA in
industrial production as alternative solvent, such as HEP-2 (including nPB) and HT-1 (including hydrate-
carbon), but the supply of these alternative solvents is still at low quantity and higher price. It is therefore
important to support the development and local production of these alternative solvents so as to have
sufficient supply at lower price to reduce the cost of phaseout actions and make the implementation of
Solvent Sector Plan more successfully and smoothly. All ODS consumers will be encouraged to take part
in the phaseout actions more actively and can therefore benefit from this support. The implementation of
development of alternative solvents will follow the Guideline for management of investment on OoDS
substitute production which is being developed.

Two locally developed alternative solvents, HEP-2 (including nPB) and HT-1 have been
evaluated by Chinese industries and found to be economically and technically acceptable alternative
solvents. Testing and pilot production in some sub-sectors have proven to be effective and their use being
accepted by those enterprises. HEP-2 is a chemical mixture, its main component is nPB (60-70%) and 3
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other non-ODS, non-toxic chemicals. Its physical property is quite similar to TCA and can be used for

~ cleaning instead of CFC-113 and TCA in many applications, such as LCD and metal cleaning. At
present, HEP-2 is imported from USA at 1.5 to 2 times the price of CFC-113. As HEP-2 is produced and

- used in America and its cleaning property has been proven by testing and pilot production in China, -

"SEPA has provided to the enterprises as one of the alternative solvents to be used in preparing for the first
year bidding.

HT-1 is a locally produced co-solvent. Its main component is hydrate-carbon. Its has
zero ODP and has no toxicity. HT-1 was used safely for several years in aviation industry in China. It
cannot be used widely as CFC-113 and TCA, but it can be used as one alternative option for ODS
phaseout in some sub-sectors and enterprises.

While China understands that nPB is a low ODP substance and that the Scientific
Assessment Panel and the TEAP are evaluating nPB and will draft new report regarding its ODP value

and toxicity, China will abide by the decisions made by the Parties and the Executive Committee
regarding its usage.

Realizing the importance and necessity of developing local alternative solvents to provide
sufficient good quality at reasonable price to enterprises that will undertake ODS phaseout activities,
China will support the local development and production of HEP-2 and HT-1. If a winning enterprise
chooses to use HEP-2 as an alternative solvent, China will approve its usage in the appropriate
applications. China will ensure that the decision of the Parties and the Executive Committee regarding
the usage of these alternative solvents will be strictly followed.

Table 4 Implementation Programme — Development and Production of Alternatives
ACTIVITIES MLF funding|Actions Required
requested
(US$000)
Development and|1,250 (2000) 1. Selected alternative(s) to be]l. By June 30, 2001
Investment on Alternative] 750 (2001) developed;
solvents production 2. Selected enterprise(s) throughj2. By December 31, 2001
bidding process to develop
alternative production.




Table 5

Performance Indicators

Implementation Programme (1000 -2001)

Solvent Phaseout Targets

Solvent sub-sector Start of|[Reduction  {End off, .. . .
Indicators to be reported on in semi-
programme |Target (MT) |programme {1 progress reports
(MT) (MT) pors:
Verified in annual performance audits
CFC-113 Imports/exports  }149 149 0 e Ban on exports and imports
effective January 1, 2001
Domestic consumption and{4,441 466 3,375 e Consumption levels (production
phaseout target (plus 600|(in 2001) plus imports minus exports)
from on-
going MLF 2‘750
projects) (in 2002)
TCA - >100 - e Included in ODS Reduction
Contracts
Number of ODS Reduction L/M 20-40 « Number of contract signed (sum of]
Contracts (inclusive of TCA ODS reduction in the contracts)
supplement) S 100 e Progress under contracts
Voucher Redeem (2001)
e Number of voucher redeemed
Development and e Strategy developed and potential
Investment on alternative alternatives to  be  developed
solvents production selected by June 30, 2001
« Enterprises selected for investment
through bidding process.

Policy and TA Initiatives

Initiatives

Indicators to be reported on in semi-annual progress reports

1. Bidding system

« Bidding system’s operating procedures finalized
e Winning enterprises for 2000 — 2001 selected
 Enterprises trained for bid preparation for 2000 and 2001bidding

N

. Public Awareness

e Introduce Solvent Sector Plan and phaseout schedule on two newspapers
e Invite ODS solvent users to take part in the reduction bidding and promote
the enterprises to participate in the phaseout actions

which produces or uses
ODS solvent

3. Training e Provide personal training courses to ODS users, EPBs and local line
ministries
4. Notice on banning Promotional campaigns on the ban;
newly-built enterprise] ¢ Local Electronic Bureaus and EPBs engaged in overseeing ban enforcement.

W

. Developing ATSS

« Contracts issued, progress reports

6. Establishment  of]
standards and technical
norms

+ Contracts issued, progress reports
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