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This document includes a written report by the World Bank explaining expenditures of the 
China sector approach project preparation funds and additional amounts related to the initial 
expenditures as per Decision 20/17. 
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Mnntnql fm/9cal Qetfdlion, Unit P,cujgn20/17 

At the 20th Meeting oftbe Bxccutive C.Ommittce (EC)the Wodd Baok, on behalf of 
tho Govet'Dl1¥W of China, 1'equestcdUS$26S,OOO project preparation funds to: 

• finalµ;c, the halon $CCIOr approaoh pmgnun fcx 1111bmlssloa to the BC for 
funding approval at its 22nd Meeting ('mcluding cost reviaion, design and 
finalization of bidding {for fuu.d allocation), and halon production quota 
systems, fund flow mechanisms, model contracts, monitoring, reporting. aqd 
evaluation proccdurcs, and first t.wo years detailed action plllll$); and 

• negotiate and aigning of an uml:nlla ags:eemeat for &eetor approaches i.n• • 
Chio.a (which would cover the balon sector approach as well as other sector 
approach programs in the futute). 

No additional project preparalion funds woold be ceqnest.ed for the halon 
seetor approach phaseout program in China. During the 20th Muting, the EC 
approved half of theUS$26S,OOO request submitted by the World Bllllk for the 
additional preparation of the balon &«:tOI approach hi China, and decided to consider 
the &0e00d half of theUS$265,000 ~ after delivery of a written report by the 
World Baok detailing how the initial US$3SO,OOO bad been expended and how the 
additional amollnt& telated to the initial c:xpenditures (Dec. 20/17). 'This notQ was 
prcparw in tesponse to Dec. 20/17 so the EC could consider and approve the balance 
at its 21st Meeting. 

In accordance with the project preparation request apptoved by the Executive 
Committee (BC) of the Multilateral Fund (MLF) at its 17th Meeting {CRP .2 
attached), the US$3S0,OOO project preparation funds were used by the World Bank 
and the Government of China to develop the sector~ financing concept into 
a workable mechanism using China's balon sector as a pilot for sector phaseout 
financing. With the assistance of technical and policy experts Identified by China's 
National Environmental Protection Agency (NEPA) and by the World Bank and 
activities con'ducted independently in China and in Washington and joint sessions in 
both Beijing and Washington (as detailed in attached Tables 1 and 2), project 
preparation funds,lead to a Sector Approach "Project Concept" document which was 
endorsed by the World Bank's management in June 1996. The project concept 
establisl\cd the f:nunework for undMak:ing sector~ phaseout in auna. 

In addition, approved project pRiparation fWlds were used to prepare a demlled 
phaseout program for China's halon sector (to pilot sector-based fuiancing) based on 
least cost phaseout scenario. The program. as submitted Oil an infonnation basis to 
the EC'a 20th Meeting, includes inforllllltion on tile structure of China's fire 
protection industry, including detailed information on halon producers and 
consumers, the strategy China plans to adopt to phaseout 9,950 tons ofbalou l21 l by 
2005 and 750 tons of halon 1301 by 2010, the policy :measures that have beel1 and 
will be adopted to a.ebieve those phaseout objectives, and program costs based Oil a 
cost model which indicates costs for various phaseout scenarios and distinguishes 
between total phaseout costs and cliglole incremental costs. 



2 
Mo,una/. Pralocal Dp,,,udt,n, Uliil 

The proposed "aector approach" to MLF financing introduces many new 
chara0tori$t1C$ which~ imtovall.vc app,:oacb.ea fotfwld allocation, 
dl.sbunemeot, reporting,~ and more. These in tum mean new types of 
legal agreements, contracts and guidelines both within China and between the B&Dk 
and the Government of Chiba. Thus, dcvolopmcnt of tho first sector apptQaeh 
program includes many "&Wt-upw activities (mcludiag development or and approval 
within the Bank of a model umbrella gram agreement for sector approaches) wbk:h 
will not u.e¢ t.o be repear.ed in the future. In otbct words, futllle sect.or approacli 
programs (both in China and other countries) will benefit from thi& initial iD.vestmcnt 
in sector approaches and tbbir progxam prepamliOl:1 costs are expected to be much 
less (as a percentage of total soctor approach COSI$). 
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HalonSeclQr Aug/968lld • xcvise halon •complcledbalollsector • Baak 1'11111 & • staffco.t-
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TABLE 2. DEl'AJLEDEXPENOITUREBRJµ.KDOWN BY CIUNA •• 
US$100,000 PPA TO NEPA 
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CRP.2 
Multl.b.tccal Fund Fo,:- lmp~entation or the 

Mont~! E'rotoool .- 1:>roject. Proposal 

cOUNTltY: People's Rqwblic of China 

PROJECT TITLE: l'roposu for a OevclOpttlent of a Cost E.ft'edivc Sectoc-based ODS 
Pbaseaut Ap\)t03.dl 

SECOORS COVEIUi':D: Haloo, Mt.C, and Comraercial ~ 

ODS USE IN SECTOltS: About 34,000 tQnS OOP 

PROJECT IMl'ACT: n/a 

PROJECT DURA'llON: 1 year 

. Gl.'lc:\NT REQUEST: $3501000 

COOlU>lNATING 
MINIS'l'R'iUAGNECY; National Enworunental li'roft>Ctioo Agency 

IMPL&1ll:NI1NG 
AGENCY, Toe World Bank 

Projects~ 

-• • • 'rhi'l\ p:iro!.l'~l::t ai:Jas ·.to des,ign a sector-bUed. lllechan.i.,sm to OD~ 
•lpb.a:se.o'tl;t,.for-o!,'le i:.o}ftwo· pilot Sl!Ctoi:s 'lfhich would lower tb.e un.1.t 
. :cost "of. ODS ,phase<nµ;;· and allow perfoC111ance-based. manage.autnt:. of 
Mu.l t.iiateral FUnd, ·t;esources. Cilndidat.. sectors include the halon 
-fl,ecc<.>i:r• (prod.Uot.ian-,Qll.d,-oonsumpt:i_on)} the KAC sector,· and. the 

• ,6oll.UU!!>rci':al. refr,igeration sector. Final candidates would be 
, .sel.ec;;;ted .-based ou the adeguac:y and col\\preben.s.tvness of the sector 

strategy, the rel!.sonableness of policy impl.eme1:1tation timeh;&ne, 
en~e.rprise interest, and ability of policy l\\eas~res to affect 
Sll\al.ler :eneei:prises. Th.l!ee activit1.es would be 1.1nde=aken in 
-parallel to <kweJ.op. the se<1tor-based approach: l) 11.evi.sion ot 
cost arui.lysiu and .policy sections of seet:oi:- strategies, 2) 
i;>evelopuu!lnt.ot new_firumcial m~sm for channeling resources 
on a co:mpet,.ve basis to· enterprisu, and 3) Oevelop111.ent of 
recC>ll!Qndations £or 1:1ew MLF guidelines for financing sector-ball'ed 
phaseout approaches. ~he developuent of a sector-based approach 
will be joi.ntly undert«ken l:>y sank and NEl?A staff with the 
assistance of speci.alized national and internat.i.onal consultants. 
A ti.raft work progi:-am would be presented to ~he last EC meetin~ of 
1995 and by July 1996, a pre-appraised project concept paper, 
agreed with China, woulq be presented. to the Bank mana~e~ent for 
a.pproval. 


