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Dear Council Member,

The UNDP, as the Implementing Agency for the project entitled China: Phasing-
out Incandescent Lamps & Energy Saving Lamps Promotion (PILESLAMP), has
submitted the attached proposed project document for CEO endorsement prior to final
approval of the project document in accordance with UNDP procedures.

The Secretariat has reviewed the project document. It is consistent with the
proposal approved by Council in July 2008 and the proposed project remains consistent
with the Instrument and GEF policies and procedures. The attached explanation prepared
by UNDP satisfactorily details how Council’s comments and those of the STAP have
been addressed.

If by March 05, 2009, 1 have not received requests from at least four Council
Members to have the proposed project reviewed at a Council meeting because in the
Member’s view the project is not consistent with the Instrument or GEF policies and
procedures, 1 will complete the Secretariat’s assessment with a view to endorsing the
proposed project document.

We have today posted the proposed project document on the GEF website at
www.TheGEF.org. If you do not have access to the Web, you may request the local field
office of UNDP or the World Bank to download the document for you. Alternatively, you
may request a copy of the document from the Secretariat. If you make such a request,
please confirm for us your current mailing address.
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Monique Barbut
Chief Executive Officer and Chairperson

Attachment: Project Document

Copy to: Country Operational Focal Point
GEF Agencies
STAP
Trustee



REQUEST FOR CEO ENDORSEMENT/APPROVAL
PROJECT TYPE FULL-SIZE PROJECT
THE GEF TRUST FUND

GEF
Submission Date; 19 December 2008

Re-submission Date:
PART |: PROJECT INFORMATION

GEFSEC PROJECT ID: 3672 __ Expected Calendar

GEF AGENCY PROJECT ID: PIMS 4166 Milestones Dates
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NAME OF PARENT PROGRAM/UMBRELLA PROJECT: Global Lighting: Phase-out Incandescent Lamps

A. PROJECT FRAMEWORK (SeeDetailsin Part 11, Sec A)

Project Objective: Enhanced promotion and implementation of the utilization of energy saving lamps (ESLS) in
Chinathrough the transformation of the local lighting products market and the phasing-out of incandescent lamp
production and sale.

Inv GEF
’ Expected : I
TA, o Expected Outputs Financing

STA ® |% %) %

Project
Components

Co-financing*

Total ($)

1. Locd TA & | Conversionof IL * 30 IL manufacturers
Lighting Inv manufacturers to trained on all aspects
Industry ESL manufacturing of IL to ESL

Capacity production conversion
Enhancement *2-3IL to ESL
Program conversion pilot

proj ects implemented

* 8 IL manufacturers
that developed
business plansfor IL
to ESL production
conversion

* 2 IL manufacturers
that started replicating 7,958900 | 54 39,500,000 | 56| 47,458,900
pilot conversion
projects: converted
(partly and/or full) to
ESL production

* US$ 14 million
invested in IL
production conversion
= ESL manufacturing

- Improved supply * 70 % of locally ESLs
capacity of high manufacturers meet
quality ESLs established ESL

quality criteria




- Inv, GEF . e
COIanrF()) (J)ﬁcefnt s TA gjt%icr;e; Expected Outputs Financing* Co-financing Total ($)
STA 6) | % ($) %
* 2 proposed new or
amended EE

standards for ESLs
e Annual volume of
locally made ESLs
(billion pieces)

0 Produced =35

0 Exported = 2.4

0 Sold and used

0 domestically = 1.1
100 local ESL
manufacturers that
achieved 1SO 9000
Certification

- Reduced hazardous 1 national laboratory

waste generation capable of carrying
during ESL out tests of hazardous
production and substances in ESLs

50 manufacturers
trained on cleaner
ESL production
processes minimizing
Hg content and
(hazardous) waste
Cleaner production
audits completed in 3
local ESL
manufacturers

8 loca lamp
manufacturers
employing clean
production processes

product disposal

* 3waste ESL
recycling/recovery
facilities built

2. ESL Market | TA & | Strengthened ESL * A widely known,
Development Inv Promotion networks widely-supported and
and ESL implementing large improved ESL
Product scale promotion promotion network
Application campaigns covering 10 provinces
Promotion established

Program * 20 ESL promoational

schemes devel oped
and implemented by
the ESL promotion
network 3,895,100 | 24 26,500,000 | 38| 30,395,100
> 10 local energy
conservation centers
as active members of
the ESL promotion
network
- >20 local energy
service providers
benefited from the
ESL promotion
network




Inv,

Project TA,

Components

Expected
Outcomes

Expected Outputs

GEF

Financing*

Co-financing*

Total (%)

STA

- Improved marketing

channelsfor ESLsin
large and medium
sized cities

- Expanded ESL

marketing channels
in small citiesand
rural areas

- Raised awareness

and consequent
improved demand
for ESLs

* 10 signed and
implemented
voluntary
commitment
programs

20 % increased ESL
sales by retailers that
implemented the
voluntary
commitment
programs

15 % increase of ESL
salesin large/medium
size citiesand big
towns

>10 established and
operational GLICs

‘Green Lights
Partnership’ program
100,000 visitors each
year inthe GLICs

10 supermarkets as
pilotsinthe ESL
promotion program
for small cities

15 townswith
operating marketing
channels established
inpilot rural areas
10% annual increase
in no of ESL retailers
in pilot small cities
and rural areas

10% annual increase
of ESL salesin pilot

small cities/rural areas

100 % increased
market share of ESLs
inpilot small cities
and rural areas

10% of ESLs are
available at about 8
RMB

3designed and
implemented ESL
awareness raising and
promation events

=2 typesof ESL
promotional materials
produced and
disseminated each
year

100 participantsin the

&)

| %

©)

%




Project
Components

Inv,
TA,

Expected
Outcomes

Expected Outputs

GEF

Financing*

Co-financing*

Total (%)

STA

- More affordable and

accessible financing
options for ESL
applications

* 2to 3 completed
promotion workshops
on ESL projectsfor
the financial sector

1 guidebook on ESL
project evaluation and
ESL project design
and financing printed
and disseminated
About 10 banks &
financial institutions
interested in
supporting ESL
projects

2to 3 designed and
implemented training
courses for the
banking/ financial
institutions

5 identified and/or
designed financing
schemesthat are
acceptable to banks
and financial
institutions

6 banks and financial
institutions that
adopted the financing
schemes devel oped
under the project

&)

| %

©)

%

3. ESL Policy
and
Institutional
Support
Program

TA

- Institutionalized

annual investigation
and analysis of ESL
market development

- Enhanced chances

for suitable policy
regimeson L
manufacturers
business conversion

- Improved prospects

Annual report on the
Chinese lighting
market produced and
published together
with an analysis of
trends

Completed
comprehensive policy
study on the
conversion of IL
manufacturing
submitted to, and
accepted by, relevant
GOC agencies
(including NDRC)
Recommended IL
phase out palicies,
laws, and regulations
(IL policies) from
completed policy
study developed, and
fed into the GOC law
making process

* Completed
comprehensive policy

1,111,000

1,900,000

3,011,000




Project
Components

Inv,
TA,
STA

Expected
Outcomes

for appropriate
policy regimes on
increasing domestic
market share of
ESLs

- Implementation of

the IL phase-out
based on aclearly
defined roadmap

- Regular ESL

promotion based on
an approved medium
and long-term plan.

Expected Outputs

study onincreasing
the domestic market
shareof ESLs
submitted to, and
accepted by, relevant
GOC agencies
(including NDRC)

* Relevant policies,
laws and regul ations
(ESL policies) from
completed policy

study developed, and
fed into the GOC law

making process by
EOP

* Accepted and ready
for implementation

roadmap for IL phase

out and expanded
ESL promotion

* Accepted and ready
for implementation
medium and long
term plan for ESL
promotion

GEF
Financing*
® | %

Co-financing*

($) %

Total (%)

4. Project Management

1,035000| 7

2,100,000 | 3

3,135,000

Total Project Costs

14,000,000 | 104

70,000,000

100

84,000,000

B. FINANCING PLAN SUMMARY FOR THE PROJECT ($)

Source Project Preparation* Project Agency Fee
GEF | 250,000 | 14000000 | 1425000 | 15,675,000
Co-financing 200,000 70,000,000 70,200,000
Total 450,000 84,000,000 1,425,000 85,875,000

C. SOURCESOF CONFIRMED CO-FINANCING, INCLUDING CO-FINANCING FOR PROJECT PREPARATION FOR BOTH
THE PDFSAND PPG

Sources of Co-financing Type of Co-financing Amount Percentage
. Lo Cash 18,900,000 27
Project Government Contribution kind 8,300,000 12
. Cash 32,000,000° 46
Private Sector Inkind 8,000,0007 11
Cash 600,000° 1
Others Inkind 2,400,000° 3

Total co-financing 70,200,000 100.0

! Estimated total co-financing as shown in the GEF-approved PIF (excludes the US$ 200,000 co-financing for PPG exercise
2 | ndicative amount; Expression of Interest provided — details of co-financing commitment still to be determined
3 Indicative amount; under negotiation with Government of Australia (Australia Greenhouse Office) and Energy Foundation




D. GEF RESOURCES REQUESTED BY FOCAL AREA(S), AGENCY(IES) OR COUNTRY(IES) —N.A.

E. PROJECT MANAGEMENT BUDGET/COST (US$)

Cost Items

GEF (%)

Other
sources (%)

Project
total (%)

Local consultants* 291 360,000 1,100,000 1,289,000
Local support staff* 132 30,000 200,000 410,000
International consultants* 145 199,000 200,000 439,000
Office facilities, equipment, vehicles and 48,000 400,000 448,000
communications**

Travel** 80,000 30,000 110,000
Financial Audit and Projects M& E 55,000 6,000
Documentation and Reporting 45,000 70,000 115,000
Meetings/wor kshops and miscellaneous 218,000 100,000 318,000
Total 1,035,000 | 2,100,000 3,135,000

*The tasks that will be preformed by these personnel are detailed in Annex C. Local support staff
isat US$ 227/week for 44 weekslyear, total of 3 years.
** See below the justifications for the non-personnel costs

Budget Justification:

The proposed non-personal expenses are for the qperations of the project management office (PMO), specifically for
word processing, documentation and reproduction, and communications. Travel budget is for the monitoring and
evauation of al demonstrations and pilot activities by the PMO (GEF funding) and by the project partners (parallel
funding for staff of host demonstration companies). The M&E costs and financia audit costs are for the required
project performance evauations, including the required annual financia audits. Severa project management and
evaluation meetings, starting with the project inception workshop will be conducted by the PMO during the course of
project implementation. A big inception workshop is planned a the start of the project implementation in order to
ensure that all prgect partners understand the objectives and targeted outcomes and outputs of the project and their
respective roles in the project implementation. Overall, these are the project management necessities specificaly to

facilitate project implementation.

F. CONSULTANTSWORKING FOR TECHNICAL ASSISTANCE COMPONENTS:

Total

Component

GEF (%)

Other sources (%)

Project total ($)

per son-wks*

Local consultants* 1,360 1,320,050 6,628,000 7,948,050
International consultants* 255 886,000 4,672,000 5,558,000
Total 1,615 2,206,050 11,300,000 13,506,050

*Provide detailed information regarding the consultantsin Annex C.

G. DESCRIBE THE BUDGETED M& EPLAN :

Success | ndicators

Targets (EOP)

Means of Verification

Sampli

ng Location

Frequency

GHG emission reductions | 44 MMT/yr

* Monitoring reports on changesin
average lighting products

efficiency and sales

* Official statistical dataon electric

power consumption

* Project reports indication the

PMO
gnr'lyr?”y,'th China
;rllg wi National
y Bureau
of

* Refers to person-weeks of consultants paid under the GEF budget.



Success | ndicators

Targets (EOP)

Means of Verification

Sampling

Location

Frequency

progress and results of business Statistics
conversion projects aswell asthe
planned subsidy activity
Electricity savings 4.011 GWhlyr * Same as above Same as above | PMO
* Monitoring reports on changesin Annually PMO
Improvement in % market 15 average lighting products
share efficiency and sales; to be provided
to the PMO
No. of IL manufactu_rers 03 « CALI reports and information Annually PMO
té]gll_convert production to i provided by manufacturers
Annual volume of ESL * Industry and Customs data on Annually PMO
. S 35 d
production( billion) production levels
:\rlgi'ncgdlgnngggsfeﬁgrners 0 Proj_ec_t reports and training Annually PMO
; participant lists
techniques
No. of new EE standards 5 * Draft standards available for EOP PMO
proposed review by stakeholders
No. of national |abs that 5 * Results of international test lab EOP PMO
test hazardous materials round robin results and lab reports
No. of lamp . * Project reports and training Annually PMO
manufacturers trained on 50 articipant lists
cleaner ESL production P P
No. of.waste ESL 5 * Project reports and information EOP PMO
rec.y<.:I.| ng/ recovery submitted by manufacturers
facilities operational
Rural area ESL market * Market monitoring information Annually PMO
10%
share from annual surveys
% of households using 0% * Market monitoring information Annually PMO
ESLsin large cities 0 from annual surveys
?ﬁ;?gﬁ;?lg?iggg 10% * Market monitoring information Annually PMO
from annual surveys
rural areas
No. of provinces actively Annually PMO
participating in ESL 10 * Project annual progress report
promotion network
gn% ?rﬁl?rl]g?:sﬁﬁ?lonal 10 * Project annual progress report Annually PMO
No. of Annually PMO
retailers/supermarkets . Dre
participating in small city 10 Project annual progress report
ESL pilots
i,\l’llgt.i?lf,l tibgzzzgjr:gcﬁ 10 * Project reports and information EOP PMO
. submitted by manufacturers
ESL finance programs
Detailed lighting market * Results of detailed survey showing | Annually PMO
survey completed and 1 regularly updated, accurate market
updated data
Policy proposal on IL EOP PMO
manufacturers’ business 1 * Detailed policy proposal submitted
conversion completed and to relevant government agencies
submitted
Policy proposal on EOP PMO
increasing domestic 1 Detailed policy proposal submitted
market share of ESL to relevant government agencies
completed and submitted
Roadmap completed for Roadmap & Roadmap and plans completed, with | EOP PMO




Sampling

Success | ndicators Targets (EOP) Means of Verification Frequency Location
IL phase-out and detailedlong- | detailed reports documenting
expansion of ESLs term promotion | stakeholder review process and
plan results

PART II: PROJECT JUSTIFICATION

A. DESCRIBE THE PROJECT RATIONALE AND THE EXPECTED M EASURABLE GLOBAL ENVIRONMENTAL BENEFIT S:

The energy demand in China continues to rise in line with economic development. With the influx of foreign
manufacturing capital and investments, the country’ s energy demand has commensurately increased. At present,
China became the globa manufacturing base for many consumer goods including lighting products. The current
economic downturn following the financia crisis is expected not change this overall growth trgectory.

Figure 1: Current (2000—"07) and Predicted Energy Consumption in China’
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The manufacture of lighting products, particularly compact fluorescent lamps (CFLS), both for the domestic and
export market has been doubled in recent years. In 2006, the country produced about 2.4 billion pieces of CFLS,
accounting for over 80% of the world’s production. Around 1.7 billion pieces of these CFLs were exported. On
the other hand, Chinais aso the leading production country for incandescent lamps (ILs). In 2006, China’s IL
production was about 4.3 hillion pieces, accounting for about third of the world’ s production.

Despite the efforts of the Government of China (GOC), which included the earlier * Green Lights Program
launched in 1996; the GEF-funded Barrier Removal for Efficient Lighting Products and Systems in China (Green
Lights); and the GOC' s energy efficiency programs (that include EE lighting), the energy savings expected from
the improvement of the energy utilization efficiency in lighting have yet to be realized. Despite earlier ESL
promotion efforts, China remains the top consumer of ILs. To achieve significant energy savingsin lighting, a
comprehensive replacement of inefficient ILs with the energy efficient lamps (ESLs) must take place. Obvioudly,
this can't beredized in the short term and the way forward is fraught with barriers/hurdles. The phase-out of the
loca production and sales of 1Ls would contribute significantly to the realization of the energy saving objective.
However, this too has to contend with several barriers that need to be overcome.

5 Data from: China Statistical Y earbooks 2003 — 2007 and Xinhua News Agency 2008



The barriers to the widespread utilization of ESLsin the country include: (1) Lack of lightingrelated knowledge
(e.g., lighting technology options) and skills among policy makers, lighting system designers, lighting products
manufacturers and operatorsmaintainers of lighting systems in both public, commercial, residential and industrial
facilities; (2) Lack of comprehensive national and local policies and laws encouraging energy efficiency in

lighting systems, including the regulatory enforcement mechanisms and reporting and monitoring systems; (3)
Poor availability of low cost, high qudlity, energy efficient lighting products, e.g., ESLs; (4) Weak and inadequate
promotion of ESL products; (5) Low level of public awareness (particularly in rurd areas) on the benefits of ESL
products; (6) Higher cost of ESL products compared to ILs, rendering them not affordable to the rura population;
and, (7) Lack of attractive and sustainable financing schemes supporting the purchase and use of ESLs.

5

4.5
4 /
3.5

3
/ —&— GLS output
25 / —— CFL output
2 /
1.5 ././
1

0.5

Billion Pieces

0 T T T T T T T T T T T T 1
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Figure 2: Production of GLSand ESL in China

Regarding the phasing-out of ILs, the barriersinclude: (1) Lack of supporting policies and practical experiencesin
support and implementation of business transformation within IL manufacturers; (2) Lack of incentives
encouraging lighting manufacturers to increase their domestic sales of ESL ; and, (3) Practically nornrexistent or
ineffective, marketing network for ESL products, particularly in rura areas where ILs are typically and widely
used. Another issue that needs to be addressed in relation to the promotion of wide scale ESLs use in the country
is the absence of policies/regulations on ESL product waste, and the resulting lack of processing and recycling
facilities for waste ESL.

The proposed PILESLAMP Project addresses the abovementioned barriers. PILESLAMP will realize the
objective of enhancing the promotion and implementation of widespread ESLs utilization in China through the
transformation of the local lighting market and the phasing-out of incandescent lamp production and sale. This
will be achieved through the implementation of activitiesin three integrated project components.

Component 1. Local Lighting Industry Capacity Enhancement Program — This component addresses the
issues and concerns around the need to upgrade the capacity of the lighting industry to manufacture ESL products
and facilitate/influence the conversion of the IL manufacturing businessto ESL production. The expected
outcomes from this project component are: (1) Conversion of IL manufacturers to ESL manufacturing; (2)
Improved supply capacity of high quality ESLs; and, (3) Reduced hazardous waste generation during ESL
production and product disposal In order to realize these outcomes, a number of interventions will be
implemented in collaboration with and targeting the private sector, particularly the loca lighting industry. The
interventions to be implemented under this component are the following: (1) Market research on the current status

9



of the ESL and IL markets in Chinaand the barrier and willing for IL enterprises converting to ESL enterprises,;
(2) Development of technical aids and guidebooks on EE lighting technology applications and conversion of 1L
production lines for ESL production; (3) Demonstration in selected lighting companies of the formulation and
implementation of business transformation plans from IL to ESL products, as well as quality improvement in
manufacturing of ESL products, (4) Technica capacity development on the production techniques and
technologies for ESLs; (5) Development of guidelines on the pollutant control during ESLs production, and
design, planning and implementation of production facilities' fluorescent lamp waste disposal recycling systems®;
and, (6) Design and planning of the nationa qudity supervision system, improving the nationa product
performance standards and establishment of ESL products quality inspection network.

Component 2: ESL Market Development and ESL Product Application & Promotion Program — The
barriers concerning the marketing and promotion of ESLs and the phasing out of IL production and sales will be
addressed with this project component. The planned outcomes include: (1) Strengthened ESL Promotion
networks implementing large scale promotion campaigns; (2) Improved marketing channels for ESLsin large and
medium sized cities, (3) Expanded ESL marketing channelsin small cities and rura areas; (4) Improved
awareness and consequent improved demand for ESLs; and, (5) More affordable and accessible financing options
for ESL applications. Asin Component 1, this component also focuses on assisting the local lighting industry
communicating benefits of ESLs to energy consumers with marketing campaigns for ESLs. Several activities will
be carried out under this component to help realize these outcomes. These include: (1) Technical capacity
development for personnel of loca energy service ingtitutes and lighting product traders on ESL promotion; (2)
Market research on ESL promotiona schemes using market based mechanisms; (3) Demonstration schemes such
as: (a) Implementation of ESL product marketing networks piloted in 5 to 10 shopping malls; (b) Voluntary
agreements on the phase out of the sales of ILs piloted in 5 to 10 shopping malls; (c) Operations of established
ESL marketing networks in 10 to 20 towns and villages in rural areas; and, (d) Incandescent lamp replacements
with ESL productsin rural areas and the accompanying impacts assessments, and,(4) Capacity building for
government officers, scientific research staff, lighting product manufacturers, sales and financial institutions, and
etc., on the policy, promotion and technology of ESL products and technologies.

Component 3: ESL Policy and Institutional Support Program — This project component addresses the
identified policy/regulatory and institutional barriers to the widespread utilization of ESL products, particularly in
rura areas, and in the phasing-out of ILsin the country with. The interventions are expected to produce following
outcomes: (1) Ingtitutionalized annual investigation and analysis of ESL market development; (2) Enhanced
chances for suitable policy regimes on IL manufacturers business conversion; (3) Improved prospects for
appropriate policy regimes on increasing domestic market share of ESLs; (4) Implementation of the IL phase-out
based on a clearly defined roadmap; and, (5) Regular ESL promotions based on an approved medium and long-
term plan. The interventions that will facilitate these outcomes include: (1) Research and development of feasible
financialfisca policies, and financing schemes supporting IL manufacture transformation; (2) Research and
development of policy framework and incentives for ESL market enhancement; and (3) Development of aroad
map and establishment of an ingtitutional structure for the phase-out of ILs and ESL s promotion in China.

With the various interventions that will be carried out under this proposed project and the expected outputs and
immediate outcomes, and taking into consideration the local ESL production in 2006 as a basdline’, it is estimated
that the increased ESL s production volume via this proposed project are expected to achieve direct energy savings
of around 4 GWh every year after the proposed 3-year PILESLAMP, which trandatesto a CO2 emission
reduction of about 4.4 MMT/year or 43.7 MMT in total over 10 years after EOP. Indirect energy savings between
12,000 and 33,000 GWh per year will result in emission reductions from PILESLAMP activities 131 to 194
MMT? within 10 years after EOP. Total direct and indirect emission reduction can be estimated between 175 and
237 MMT?. The dectricity savings will mainly come from the replacement of ILsin existing lighting systems and

8 The collection, recycling and disposal of spent ESLs from the Chinese market is seen as atask to big to be tackled within the framework of

PILESLAMP. Nevertheless, the project will coordinate with future related activities funded and implemented in parallel that intend to address

these issues with feasibility studiesand pilot projects.

" The assumed baseline conditions (as of end 2006) for this project are the following: (&) Total national electricity consumption = 28,248 TWHh;

(b) Electricity consumption used for lighting = 12%; (c) Annual production of ILs = 4,300 million pieces; (d) Annual sales of ILs= 1,900
million pieces; (€) Annual production of ESLs = 2,400 million pieces; (f) Annual sales of ESLs = 700 million pieces
8 These are based on the ‘ Bottom-up’ vs. ‘ Top-down’ approach according to the GEF M anual on Calculating GHG Benefits.
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the utilization of ESLsin new lighting systems®. It is also envisioned that the successful implementation of the
project, particularly the phase-out of ILs, will effectively contribute to the improvement in the energy utilization
efficiency of lighting systems in other countries that are now using Chinese-made ILs, resulting in greater
potentials for global energy saving and GHG emissions reduction.

B. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH NATIONAL PRIORITIES/PLANS:

In recent years, energy conservation and environmental protection became fundamental policies of China. In order
to achieve the 20% reduction in energy intensity within her current 11" Five Year Plan (i.e., 20% reduction in
energy use per GDP during the 11th Five Y ear Plan as compared to that in the 10th Five Y ear Plan), the GOC
issued a series of policies, such as“Medium- and Long-Term Specia Planning for Energy Conservation”, “The
Enforcement Regulations for Top Ten Energy Saving Projects of the Eleventh Five-Y ear Plan”, “The Decision
about Strengthening Energy Saving Tasks from the State Council, “Plan of Energy Efficiency and Emission
Reduction from the State Council”, etc. In line with these policies, projects addressing energy efficient lighting are
listed as one of the country’s top ten energy saving projects. Therefore, the implementation of this proposed
project and the achievement of its objectives will contribute to the realization of China s energy saving target. In
addition, the project will further promote the structural reform and technical upgrade of the Chinese lighting
industry, which is expected to improve its ESL production capacity, and phase out the manufacture and sales of
ILs. Findly, this project conforms well to the policies of the GOC concerning the building of harmonious society
by supporting low-income groups in replacing ILs with CFLs. The project also compliments and continues efforts
done on past projects such the UNDP-GEF Green Lights Project (2001-2004); ongoing International Finance
Corporation (IFC) and China Standard Certification Center (CSC) implemented Efficient Lighting Initiative (ELI)
(2005 onwards)'°. The project is inline with the UNDP Country Program Document (CPD) and the United Nations
Development Assistance Framework UNDAF 2006-210™

C. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES AND STRATEGIC PROGRAMS:

PILESLAMP fits the objectives of the GEF s Operational Programme #5 (Removal of Barriersto Energy
Efficiency and Energy Conservation) and will contribute to the reduction of GHG emissions through the
transformation of the Chinese lighting market towards more energy-efficient lighting products, technologies and
practices. The project isin line with the GEF s climate change strategic program on Promoting Energy Efficiency
in Residentia and Commercia Buildings (SP-1). It is comprised of activities aimed at promoting the widespread
adoption of energy efficient lighting products (ESLSs), improvement of the Chinese ESL market, and work towards
the phasing-out ILs. Moreover, the proposed project is aso in line with the GEF s global lighting program that
aims to transform the global market toward efficient lighting technologies and through accelerated phase-out of
inefficient lighting, thereby reducing global GHG emissions.

D. OUTLINE THE COORDINATION WITH OTHER RELATED INITIATIVES:

As previously mentioned, the proposed project builds on the UNDP-GEF Green Lights Project, and complement
the on going IFC-ELI project and the soon-to-be implemented UNDP-GEF regional BRESL project. Other related

® The energy savings expected from this project is based on the assumption of replacement of IL production capacity with ESL production.
These will come from the widespread utilization of ESLs as aresult of, among others, the campaign to phase out ILs; reduction and eventual
stoppage of the local manufacture and sales of ILs; and, the increased production for local consumption of ESLs. The main premise hereis that
ESL production will increase due to the increased, and in away, forced demand for ESLs, as aresult of the reduction (leading to the eventual
phase-out) of the local manufacture, sales and use of ILs. However, as the export ratio of IL’sis about 50% only half of the realized emission
savings are accrued nationally.

10 ELI was a GEF-funded global project initiated in 2000 by the International Finance Corporation (IFC), to promote efficient lighting in 7
countries. It created a series of lighting energy and performance standards that defined the best performing products available within a range of
developing and transitional economies. At the completion of the project, the IFC sought an appropriate long-term home for EL| and identified
the China Standard Centre (CSC) as the appropriate host. As agreed with the IFC, CSC established a group, ELI Quality Certification Institute
(EL1), to take over operation of ELI on behalf of the IFC. The current program aims to cooperate with government agencies, international
organizations, manufacturers, test |aboratories, lighting associations, large retailers and other market aggregators to accelerate the widespread
adoption of EE lighting products.

1 outcome 3: More efficient management of natural resources and devel opment of environmentally friendly behavior in order to ensure
environmental sustainability; Focus AreaNo. 2: Energy Efficiency isimproved.
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projects and activities are listed in Table 4 in the Project Document. Lessons learned from these previous and
ongoing projects especialy in negotiating partnerships, coordinating and managing multi-stakehol ders,
particularly in the private sector and the way forward in demonstrating the application of ESL productsin lighting
systems have been considered in the project design. The project proponents have coordinated the capacity
development activities of the project with that of the ongoing UNDP-GEF End Use Energy Efficiency Project
(EUEEP). They havealso coordinated with the relevant government agencies that are involved in the policy
design and implementation related to the manufacture and quality control of lighting products (ESLs and ILS).
During the project design, the project proponents closely coordinated with key stakeholders in the private sector
primarily the loca lighting industry including the China Association of Lighting Industry (CALI), NDRC, ERI,
CSC/ELI, Local Governments and other ingtitutions that are engaged in policy making and research and
development on energy efficiency, in general, and lighting systems, in particular. The potentials of involving them
in the implementation of some of the project activities have been explored and worked out during the project
design. Asin the project design, the project team will also cooperate closely with the UNDP-GEF Regiona
Coordination Unit for Asia-Pacific in Bangkok (UNDP-GEF Asa-Pacific RCU) during the project
implementation. The UNDP country office in Beijing was fully involved in the project development through its
participation in the stakeholder consultation meetings and technical workshops during the project development
phase. It will also be actively supervising the project implementation and will be involved in dl project
management meetings such as the project steering committee meetings, and tripartite review meetings.
Consultations were also done with UNDP-GEF, New Y ork during the project development phase.

. DESCRIBE THE INCREMENTAL REASONING OF THE PROJECT:

In genera the potential for energy savings and GHG emissions reduction are high with the replacement of ILsin
existing lighting systems with ESLs (e.g., CFLS). This holds particular true in China, where the saving potentia is
indeed high considering the widespread use of ILs in the country, particularly in rural areas. While the GOC
already supported and still supports efforts to redize the potential benefits of ESLs, the achievements have been
limited. GEF can provide the necessary supplementary resources to accrue such benefits. Without the GEF
support, the potential significant global environmenta benefit in terms of CO2 emissions reduction from
expanding EE lighting technologies utilization and practices in Chinawill be realized later and not to their full
extent. If the current barriers that hinder consumers using ESLs, and local lighting product manufacturers
investing more in ESL production persist, the potential CO2 emission avoidance cannot be realized. China has
limited success in promoting energy efficiency as an effective policy and institutiona instrument for achieving the
country’s energy saving objectives. Earlier energy conservation & energy efficiency (EC& EE) initiatives included
lighting systems. However, most of these were geographically limited in scope.

The highly successful UNDP-GEF Green Lights project strengthened the production and promotion of ESL
products in the country, and provides a valuable basis for afollow-up project in the form of the PILESLAMP
project. By building on the success of this previous UNDP-GEF project, the magnitude of national development
benefits (energy savings) and global environmental benefits (CO2 emission reduction) will become more
significant. By following up on these accomplishments, incremental funds from the GEF would be useful in
expanding the energy saving and CO2 emission reduction opportunities through the interventions that will assist
the loca lighting industry in expanding ESL production and sales, and in phasing-out energy inefficient 1L
manufacturing and sales. With the GEF support for the incremental cost needed to develop and implement the
much needed policy and regulatory regimes that will support the transformation of the local lighting industry
through the improved/increased production and use of ESLs coupled with the phasing out of ILs, capacity
building to improve local skillsin ESL manufacturing, as well asin improving the market share of ESL products,
the anticipated energy savings in lighting systems in the country can be achieved. In this regard, the GEF support
will ultimately help achieving significant GHG emission reduction in the commercial, industrial, public and
residential sectorsin China.

. INDICATE RISKS, INCLUDING CLIMATE CHANGE RISKS, THAT MIGHT PREVENT THE PROJECT OBJECTIVE(S)
FROM BEING ACHIEVED AND OUTLINE RISK MANAGEM ENT MEASURES!:

Asin other projects, PILESLAMP is subject to certain risks that are anticipated. Nevertheless, adequate risk
management and mitigation strategies ensuring successful project implementation have been devel oped and will
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be implemented. Risks that might prevent the project objective(s) from being achieved include: (1) Delayed
implementation of parallel activities that are baselines to specific incremental activities of the project, e.g., the
GOC supported CFL subsidy programme or the disbursements of funds by the GOC agencies for demonstration
projects not meeting the scheduled dates; (2) Low level of participation from the private sector, in particular
diminishing interest or financing of/from manufacturers to invest in IL business conversion; (3) Weak government
support, which lead to low level and ineffective enforcement of policies and regulations or that policies
recommended from PILESLAMP will not be implemented; and, (4) Promotion of ESL risks having an only short
term impact and/or not reaching out sufficiently to rura populations.

To mitigate these potentia risks, the following actions were taken up during the project design and will further be
carried out (if necessary) during project implementation: (1) Securing firm commitments of responsible agencies
during the project design stage, and closely coordinating with those that have expressed interest in partnering with
and supporting the project (e.g., ESL manufacturers and power utilities); (2) Cooperation with the financing sector
and targeted programs (e.g. the IFC supported ‘ Utility Based Energy Efficiency Financing Program); (3)
Identification of serious demonstration partners, setting-up of arealistic schedule and cost-sharing arrangements
among these entities during the project design stage, and closely coordinating with those that have issued
Expression of Interest to host & co-finance the demongtrations; (4) Involvement of the private sector from the
project designing stage, dissemination of the latest information through right channels and identification of their
needs and demand through continuous dialogue; (5) Involvement of the leading policy devel opment agencies, and
GOC policy and decision makers in the policy development and review activities of the project; (6) Incorporation
of the necessary interventions for the formulation of the policies on EE lighting applications, including the
accompanying implementing rules and regulations, as well improving the institutional arrangements for the
enforcement lighting product standards and lighting energy codes; and, (7) Working with partner organizations
that have an established outreach to the target rural populations.

G. EXPLAIN HOW COST-EFFECTIVENESSISREFLECTED IN THE PROJECT DESIGN:

The proposed project will facilitate the realization of the expected outcomes through barrier removal and other
capacity building and technical assistance activities. In particular, the employed barrier remova approach is
considered as more appropriate, holistic and cost effective, considering that: (1) Lighting systems are found in the
main sectors of the national economy; (2) ESLs and ILs are produced in the country; (3) Chinaisamajor IL
manufacturing and consuming country; and, (4) The project is part of the GEF' s Global Lighting Initiative.
Relying on individua consumers switching to EE lighting would have only limited success. More often than not,
these initiatives are implemented in a fragmented manner and ad hoc. The impacts would aso be limited to those
that are directly involved in the project, compared to the proposed approach, which includes a program for
disseminating the results and lessons identified.

Taking into account the local ESL production in 2006 as basdline, the increased ESL s production volume that
would be influenced by the various interventions that shall be implemented within this proposed project are
expected to achieve an average tota (i.e. direct plus indirect) energy saving potentia of 16,000 - 21,700
GWh/year for ten years after the proposed 3-year PILESLAMP, which trandates to an annual CO2 emission
reduction of about 17.5 - 23.7°million tons. As the lower savings of 17.5 MMT CO, result mainly from the
conversion of IL manufacturing to ESL and the export quota is approximately 50% the same amount of savings
may accrue internationally in addition. Based on the national annual figures, the approximate unit abatement cost
(UAC) isabout US$ 0.6/ton CO2 to 0.8 USS$ /ton CO2 (i.e., GEF$ per ton CO2). The UAC will be tracked using a
monitoring and evaluation system that the project will develop. This UAC figure is based on the estimations of the
potential energy savings from the identified demonstration projects and projected replications, and was determined
during the project design.

PART I11: INSTITUTIONAL COORDINATION AND SUPPORT

A.PROJECT IMPLEMENTATION ARRANGEMENT:

A Project Steering Committee (PSC) will be established and will comprise of the representatives of NDRC, MOF,
and also including the Nationa Project Manager of the Project Management Office. It will play the role of an
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advisory committee. A Project Management Office (PMO) will be established to be responsible for coordinating
and implementing the project activities of the project. The PMO Director will serve as the Secretary of the PSC,
and will be supported by a PMO secretary, a full time National Technical Advisor, and a part time International
Technical Advisor. PILESLAMP will be Nationdly-Executed (NEX) by the Chinese Government. The Nationa
Development & Reform Commission (NDRC) will be the Implementing Partner (or Executing Agency) for the
PILESLAMP project. The Designated Implementing Partner (on behaf of the NDRC) is the National Energy
Conservation Center (NECC). UNDP-China, together with the UNDP-GEF Regiona Technica Advisor for
Climate Change in the Asa-Pacific region will carry out the GEF oversight. Working in conjunction with the
various project partners, UNDP-China will be responsible for monitoring and evaluation (M&E), including
organizing project reviews, approving annua implementation work plans and budget revisons, monitoring
progress, identifying problems, suggesting actions to improve project performance, facilitating timely delivery of
project inputs, and provide linkages to the other sub-regional, Asa-Pacific regiona and globa initiatives. All
M&E functions will be carried out in line with standard UNDP and UNDP-GEF procedures. UNDP-China will
also provide country office support for al the activities of the project as agreed with the implementation partner
of China.

As the Implementing Partner for this project, China' s NDRC will appoint a National Project Director (NPD) to be
in charge of overdl responshilities, including planning, coordination, administration and financial management
of the poject with support by UNDP-China. The NPD will be adso a member of the PSC. As the project’s
Implementing Partner, the NDRC will also provide in-kind contribution to implement the PILESLAMP. Asthe
Designated Implementing Partner for this project, the National Energy Conservation Center, will take
responsibility of supporting NDRC and UNDP-China in managing and implementing the PILESLAMP. The

Director of National Energy Conservation Center is also a member of the PSC. A service organization - CICETE,
will be responsible for al financial management services will provide al financia disbursement and accounting
of project funds, and will work with the PMO to select and negotiate contracts with al subcontractors and experts.
National government professionaks and other relevant nationa stakeholders from the private sector and civil

society will, to the extent possible, manage, coordinate and implement the PILESLAMP activities.

PART IV: EXPLAIN THE ALIGNMENT OF PROJECT DESIGN WITH THE ORIGINAL PIF:

The PILESLAMP project as described above follows closely the project concept as presented in the GEF-approved
PIF, which focuses on three major components:

Component 1: Lighting Industry Capacity Enhancement;
Component 2: ESL Market Development and Product Promotion; and,
Component 3: ESL Policy and Ingtitutional Support.

Under Component 1, the project team clarified that the scope of work on CFL collection and recycling (Activity 1.3)
will be limited to the collection and recycling or disposal of production line waste, i.e. non-conforming products. A
pilot study on recovery of spent fluorescent lights from end-users will be developed in parald under a project
currently financed from UK DEFRA.

In response to comments on the PIF from the GEFSec, the project team added a new activity under Component 2
(Activity 2.5) that is intended to facilitate the creation of more affordable and accessible financing options for ESL
applications.

While the changes in the GEF budget per component are relatively minimal (- 1.06% to 0.40%), those for the co-
financing are quite significant. These changes result from the findings during the project preparation stage and the
negotiations with the private sector in particular. These discussions resulted in alower vauation of (incandescent)
lamp manufacturers’ investment in business conversion activities as initially estimated. The remaining private sector
commitment was hence maintained but this co-funding shifted to the other project components, under which
manufacturers will support the marketing and distribution of ESLsin rura areas as well as the development of policies
conductive for wider ESL application and a medium to long term plan to phase out inefficient lighting in China
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PART V: AGENCY(IES) CERTIFICATION

for CEO Endorsement.

This reguest has been prepared in accordance with GEF policies and procedures and meets the GEF criteria

T- Hinegle

John Hough
UNDP-GEF Deputy Executive Coordinator

Manuel L. Soriano
Regiona Technical Advisor — Energy & Climate Change

Dae 6 January 2009

Tel. and Email; +66-2-2882720; manuel.soriano@undp.org
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ANNEX A: PROJECT RESULTS FRAMEWORK

Project Strategy

| Objectively Verifiable Indicators

Target Means of Gauging Success

Critical Assumptions

of conversion of IL

trained on all aspects of IL to ESL

training courses

I ndicator Baseline
GOAL : Reduction of « CO2 emission reduction from C&R | - 0*° 4.4 * Official energy consumption | ¢ Continuous and committed
GHG emissions from the by end-of-project (EOP = 2012) MMT/yr' data from Chinese Bureau of support and participation
use of lighting productsin | * Reduction in the annual growth rate | . o'° . 0.5% Statistics converted to CO, from the C&R sectors
the commercia and of CO2 emissions by EOP emissions with average grid
residential (C&R) sectors (compared to BAU) emission factor for China
in China
OBJECTIVE: Enhanced | * Reduction in total electricity usagein| - 0™ - = 4.000 * Annual surveys of the * Interest in energy issues will
promotion and the Commercial & Residential GWhyr'® Chinese lighting market remain at current levels or
implementation of the (C&R) sectors by EOP * Market share of ESL will increase over time
utilization of energy * % improvement in market share of - 2-3 % per . Around 5 % | © Official statistical data * Proactive participation of
saving lamps (ESLS) in ESLs by EOP year equipment suppliers,
Chinathrough the engineering firms, and
transformation of the local financial institutions
lighting products market
and the phasing-out of
incandescent lamp
production and sale.
* OUTCOMES
Component 1: Lighting | * Number of IL manufacturers that -0 - At least 2 * Industry and customs dataon | * TA and Pilot Incentives
Industry Capacity converted to ESL production by production and export of adequate to mativate L
Enhancement EOP different lighting products manufacturers to consider
* Annua volume of ESL production | . 3 billion - 3.5 hillion conversion
each year starting Y ear 2 * Continued global demand
* Annual volume of ESL product . 2.1 billion . 2.4 billion growth for high quality ESLs
exports from China starting Y ear 2 sends appropriate market
signal to manufacturers

e Activity 1.1: Promotion | ¢ 1 No of IL manufacturersthat were | -1 =0 .1=30 * | from participants list of Global economic situation

growing, allowing for

12 cO2 emissions from electricity generation for the C& R sector in 2008 = 719 - 844 MM T/yr

13 related CO2 emission generation in 2012 = 1.143,4 - 1.432,4 MM T/yr
14 CO2 emission generation in year 2012 = 1.139,0 — 1.428,0 MMT/yr

1% Electricity usage in C& R Sectors = 709.078 GWh/year in 2008; Electricity usagein Year 3/2012 = 1.041.179 — 1.304.300 GWh/yr (business-as-usual scenario)
16 Electricity usage in 2012 = 1.037.168 — 1.300.289 GWh/yr
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndi cator

Basdline

manufacturers production conversion by EOP investment in new capacity in
* || Number IL to ESL conversion =0 =28 « |1 from project reports ESL production
pilot projects implemented until
EOP
« |11 No of trained IL manufacturers " =1-2 =8 « 111 from project reports
that have developed business plans
for IL to ESL production conversion
by EOP
* [V No of IL manufacturers (mfr's) | . |v =0 V=2 * |V information collected by
that start replicating pilot CALI CALI able to collect
conversion projects. convert (partly production and investment
and/or full) to ESL production by data on manufacturers who
EOP do not participate in pilot
*V Cumulative value of investments | .\ =7 V=14 * \/ project report on pilot projects
(US$ million) on IL production projects and CALI
conversion by EOP
* VI Cumulative value of investments | . /| = 7 V] =14 * VI CALI communication with
on ESL manufacturing by EOP industry members
(US$ million)

* Activity 1.2; * | % of locally manufactured ESLs | - | 70 %™ .1 80% * | Quality supervision, market | * Manufacturers recognize
Improvement of supply | that meet established quality criteria surveillance and increased value of investmentsin
capacity of high quality | each year starting Year 2 testing show improved quality | quality
ESL * || Number of new and amended EE | . || ¢® 1 2B and performance

standards for ESLs propased by * || Draft standards circulated * Consumers willing to pay
EOP for comment small increment for higher
¢ |1l CALI & China Customs quality products
* |1l Annual volume of locally made data
ESLs (billion pieces)
- Produced A 111.13.5

17 These are manufacturers that are reacting to change in international demand
18 At least two plants, with reduction from conversion of at least 150 million ILs/year compared to baseline levels
19 L ower quality products continue to taint the market
2 No amendments of EE standards; quality and efficiency levels don’t meet market expectations

21 2007 data

2 No improvement in test lab capacity for increased ESL production

2 New standards covering EE and hazardous substance issues published and implemented
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator Basdline
- Exported 11,221 1.2 24
- Sold and used domestically -111.30.9 -111.31.1
each year starting Year 1
* 1V No of local ESL manufacturers | - 50 . 100 * IV Certification bodies publish
that have 1SO 9000 Quality Control list of certified companies
Certifications by EOP
* V No of national laboraoriesthat | . v 0% V1 *V Laboratories successfully
can carry out tests on ESLs and of participate in international
hazardous substances in ESL by round robin tests
EOP
Activity 1.3: Reduction of| 1. # of lamp manufacturers that 10 -1 50 | Project report/ participants list | « GOC policies and
environment-relevant were trained on cleaner ESL enforcement, and
/hazardous waste during production processes minimizing international demand, to
ESL production and Hg content and (hazardous) waste reduce mercury content in
product disposal by Year 2 ESLs
e |l: # of local lamp manufacturers 110 113 Il Project & audit reports * Local governments' and the
assisted with cleaner production private sector’s interest in
audits by end Year 2 ESL recycling initiatives and
e |1I: #of loca lamp manufacturers 113 1118 Il CALI communication with consumer willingness to
employing clean production industry members participate in the initiatives
processes by EOP are high and sustained.
*|V: #of waste ESL V1 .1V 3 IV (same as lll)
recycling/recovery facilities built
and operationa by EOP
Component 2: ESL * |: % Increase in market share of * | =5% * | =Atleast | * Market monitoring data * Retailers/manufacturers/loca
Market Development and| ESL in rura pilot areas by EOP 10%%° retrieved from annual surveys | government agencies/other
Product Promotion conducted in the project stakeholders are interested in
*Il: % increasein share of ESL in ol = 50%™ * |l =65% framework joint efforts on ESL
the national lighting market by EOP * Project annua progress report promotion
e [11: % of households that are
utilizing ESL s each year starting
Year 2
- 111.1 Large and medium-size cities | *111.1: 70% *[11.1: 90%

2 Based on current sales figures projection
% Equivalent to 100% increase in market share by EOP
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Project Strategy

Objectively Verifiable Indicators

I ndi cator

Basdline

Means of Gauging Success

Critical Assumptions

- 111.2 Small cities and rura areas

* [V: % of commercid buildingsin
major urban areas that are using
ESL s each year starting Year 2

*[11.2: 5%

* |V > 80%

* [11.2: 10%

* IV 95%

Activity 2.1:
Strengthening of ESL
promotion networksto
implement large scale
promotion campaigns

* | A widdly known, widely-
supported and improved ESL
promotion network established by
Year 1

* |1 No of ESL promotional schemes
developed under the project and
implemented in the provinces each
year starting Year 1

* |11 No of ESL promotiona schemes
developed by the ESL promotion
network and implemented in the
provinces by EOP

* IV No of local energy conservation
centers, that are active members of
the ESL promotion network by EOP

*V No of loca energy service
providers that benefited (in terms of
projects contracts) from the ESL
promotion network by EOP

* | no network

e ll:1-2

* 1156

*IVO

* | Network
covering at
least 10
provinces

o[]:>10

* 11 =20

*lV>10

*V>20

* Project annua progress report

* Local government will
support large-scale ESL
promotion programs

Activity 2.2:

I mprovement of
marketing channelsfor
ESLsin largeand
medium sized cities

* | No of signed and implemented
voluntary commitment programs
each year starting Year 1

* |l Annual average % change in the
volume of ESL and IL sales from

-11=0

- 11 =20%

* Project annual progress report

* Market surveys

* Sales reports from retailers
participating in the voluntary
commitment program

* GLIC data and reports

- Retailers are interested in the
voluntary commitment
program

» Consumers will accept
retailer’ s commitment not to
distribute incandescent

% Thistranslates to decrease in sales of lighting fixtureswith ILs
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator
the retailers that implemented the
voluntary commitment programs
starting Year 2°°

e |1l Annua % increase of ESL sadles
in large/medium size cities and big
towns starting Y ear 2

* IV No of operational GLICs
established by EOP

*\VV Number of participantsin the
‘Green Lights Partnership’ program

* VI Number of visitors each year in
to GLICs

Basdline

- 111 10%

- 111 15%

- 1V >10

VI =
100,000

lamps for free

Activity 2.3: Supporting
expanded ESL
marketing channelsin
small citiesand rural
areas

+| Number of supermarkets
participate in pilot program for
small cities selling ESL by EOP

= |1 Number of towns with operating
marketing channels established in
pilot rura areas by EOP

e |1l Annua % increasein no of ESL
retailersin pilot small cities and
rural areas starting Year 2

* |V Annual % increase of ESL sales
in pilot small cities and rural areas
starting Year 2

*V/ % increase market share of ESL
in pilot small cities and rural areas
by EOP

* VI % share ESL typesthat are
available at about 8 RMB by EOP”’

* 1l =5%

IV =5%

*V =30%

* VI =<10%

*| =10

*ll =15

* 1l =10%

* [V 10%

*V 100%

Vl=>
10%%

Project Reports
Market surveys

* Manufacturers/ retailers are
interested to co-operate on
increasing ESL sdlesin
small cities and rural areas

2" This refers to access of low-income groups to efficient lighting products
2 See component 1 for definition of ‘quality lamp’
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Project Strategy

Objectively Verifiable Indicators

I ndi cator

Basdline

Means of Gauging Success

Critical Assumptions

financing schemes developed under
the project by EOP

Activity 2.4: Promotion | ¢ Number of ESL awarenessraising | |1 =0 | =3 * Report from GLICs * Manufacturers with show
and awar eness campaign | and promotion events designed and established across China rooms and relevant agencies
to improve demand for carried out by EOP (Energy Conservation
ESLs * Project annua progress report Centers) will be interested to
* || Number of types of ESL *ll =0 ell==2 apply for GLIC status
promotional materials produced and e Other central government
disseminated each year starting agencies will be interested to
Year 17°. develop synergy with the
PILESLAMP project
* Eventsin other central
government agencies
contribute to ESL s promotion
Activity 2.5: Facilitation | ¢ 1 Number of promotion workshops | * | =0 | =23 * Project annual progress report | ¢ Highinitial purchase cost for
of more affordable and on ESL projects® for the financial * Seminar Materials ESL
accessible financing sector conducted by EOP * Pressclippings * Difficulty to mobilize
optionsfor ESL * |1 Number of guidebooks on ESL *l1=0 ell=1 * Participants list commercia financing for
applications project evaluation and ESL project * Annual reports from ESL based EE projects
design and financing printed and participating banks and
distributed by EOP financia ingtitutions
* 111 Number of banks & financial ol =3 * Around 10
institutions that are interested in
supporting ESL projects by EOP
* [V Number of training courses for V=0 * IV =23
the banking/financial institutions
designed and conducted by EOP
*V Number of identified and/or e v =3 eV =5"
designed financing schemes that
are acceptable to banks and
financial institutions by EOP
* VI Number of banks and financial *Vi=aleast | *VI: 6
institutions that are adopting 3

2 See general market share indicators for component 2 above
%0 ESL projectsinclude conversion of IL production lines to ESL manufacturing, ESL manufacturing, ESL applications in lighting systems (households and buildings)
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Project Strategy

Objectively Verifiable Indicators

I ndi cator

Basdline

Means of Gauging Success

Critical Assumptions

Component 3: ESL * | Number of accepted policies on =0 =1 » Documentation of accepted * GOC will continue to
Palicy and I nstitutional the phasing out of the production policies/rules/ regulations on develop and deploy policies
Support and use of ILs by EOP ESL production and improving China's energy
applications intensity, by requesting and
* I Number of accepted policieson | Il = 0% 1= 1% « Documentation of accepted promoting addition EE
the widespread production and policies/rules/regulations on measures
application of ESLs in the domestic widespread production and
market by EOP application of ESL
* 11l A ready-to-implement roadmap | 111 = 0*° = * Documentation of roadmap
developed for IL phase-out and Approved and a medium and long-term
expanded ESL promotion by EOP road map*’ ESL promotion
Activity 3.1: Annual * | Number of annual reports | =0° =3 Annual surveys providing * Highly qualified
investigation and produced and published together feedback on project impact, and |  organizations will be
analysis of ESL market with an analysis of trends by EOP remaining energy savings guaranteed and obtained to
development opportunity areas design and oversea the
* |l % Increasein sales of ESLs by Il = 30% [l =40% implementation
EOP
Activity 3.2.1: | Comprehensive policy study on | = no study | study * Documentation of proposed * International lighting market
Development of policy the conversion of ILs completed IL policies developments resulting from
recommendationson IL manufacturing completed, accepted the various ongoing and
manufacturers business and submitted to relevant GOC planned IL phase out
conversion agencies (including NDRC) by year activities will continue and
2 motivate GOC to continue
* || Recommended IL phase out Il =no policy | Il policy * Documented results of IL current policies promoting
policy/legidation/regulation (IL developed policies accepted by relevant EE lighting and China's

%1 Signed up to IFC’s Utility based end-user energy efficiency program

32 ESCO business models are already existing
33 These include additional market based business models designed, including CDM options
34 No detailed approved policies on the phasing out of the production and use of ILs

35 No detailed approved policies on the widespread production and application of ESLs in the C& R sectors
%8 No roadmap and a medium and longterm ESL promotion in place

57 Policy developed is accepted by the government agencies ready for implementation in the period of the 12th Five-year Plan (2011-2015)
38 Policy developed is accepted by the government agencies ready for implementation in the period of 12th Five-year Plan (2011-2015)

%9 Roadmap and ESL promotion plan devel oped and completed ready for publicizing during the period of 12th Five-year Plan (2011-2015)
40 Presently no continuous market monitoring




Project Strategy

Objectively Verifiable Indicators

I ndi cator

Basdline

Means of Gauging Success

Critical Assumptions

policies) from completed policy
study developed, and fed into the
GOC law making process by EOP

* | One comprehensive policy study

GOC agencies™.

* Documentation of proposed
ESL policies

lighting industries to continue
expanding ESL production

on increasing the domestic market | = no study | study See above
Activity 3.2.2: share of ESLs completed, accepted completed
Development of policy and submitted to relevant GOC
recommendations on agencies (including NDRC) by year * Documentation of ESL
increasing domestic 2 policies accepted by relevant
market share of ESLs * || Relevant policy/legislation/ GOC agencies. The proposed
regulation (ESL palicies) from Il =no policy | Il policy policy recommendations are
completed policy study developed, developed expected to be issued in 12"
and fed into the GOC law making Five-year Plan period (2011-
process by EOP 2015), according to national
policy requirements
Activity 3.3.1: * An accepted and ready for - No roadmap | - Developed * Documentation of the
Development of China's implementation roadmap for IL road map GOCl/stakeholder agreed and
roadmap of IL phaseout | phase-out and expanded ESL accepted roadmap for lighting
promotion by EOP industry ready for * Availability of
enforcement in 12" Five-year organizational, human and
Plan period (2011-2015) financial resourcesto
implement the roadmap and
Activity 3.3.2: * An accepted and ready for . No medium . Developed Documentation of the the medium and long term
Development of China's implementation medium and long and long medium and | GOC/stakeholder agreed and plan within the agreed
medium and long-term term plan for ESL promotion term plan long term accepted medium and long term | timeframe
plan for ESL promotion plan plan for ESL promotion ready

for enforcement in 12" Five-
year Plan period (2011-2015)

41 The proposed policy recommendations are expected to be issued in the 12th Five-year Plan period (2011-2015), according to national policy requirements
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ANNEX B: RESPONSES TO PROJECT REVIEWS (FROM GEF SECRETARIAT AND GEF AGENCIES, AND RESPONSES TO

COMMENTSFROM COUNCIL AT WORK PROGRAM INCLUSION AND THE CONVENTION SECRETARIAT AND STAPAT

PIF)

GEFSec Comments (12 Mar ch 2008)

Comment & Response
Project Design

| Reference

Comment:

Will the project deliver tangible global environment benefits? Yes. Energy savings from
increased production of EE lamps are expected to be around 15 TWh a year by end of
project (3 years). Does this assume replacement of production capacity of incandescent
lamps, or does this al so assume expansion of production capacity of EE lamps without
reduction/replacement of incandescent production capacity? What is the assumed baseline?

Response:
The energy savings expected from this project is assumed from the replacement of

production capacity of incandescent lamps. Taking 2006 as baseline, assuming the project
will help Chinaareduction of production capacity of incandescent lamps by 150 million
annually with a corresponding replacement of EE lamps, it will achieve a global energy
saving capacity of around 4 GWh every year after the proposed 3-year PILESLAMP for 10
years, which trandates to an annual CO2 emission reduction capacity of about 4,4 million
tons.

The expected energy savings will come from the widespread utilization of energy saving
lamps (ESLs) as aresult of, among others, the campaign to phase out incandescent lamps
(ILs); reduction and eventua stoppage of the local manufacture and sales of ILs; and, the
increased production for local consumption, of ESLS. Yes, the main premise hereis that ESL
production will increase due to the increased, and in away, forced demand for ESLS, asa
result of the reduction (leading to the eventual phase-out) of the local manufacture, sales and
useof ILs.

The assumed baseline conditions (as of end 2006) for this project are the following:

Tota national electricity consumption, TWh: 28,248
Blectricity consumption used for lighting, %: 12
Annual production of ILs, million pieces: 4,300
Annual salesof ILs, million pieces: 1,900
Annual production of ESLs, million pieces: 2,400
Annual sales of ESLs, million pieces: 700

FSP: Tables
5& 6, also
PART I11:
CO,
Emissions
Reduction
Estimates,
page 70

PIF: Part
Il; Sec A;
Footnote 2;
p.6;

Fig. 1 above

Comment:

Please clarify/reword this (confusing) statement (Sections A and G): "Thisglobal energy
savings/emission reduction compares [sic] to domestic energy savings of about 7.5 TWh
every year". Please also make sure there is no double counting between the production and
consumption of EE lamps.

Response:
What was meant was that such magnitude of global energy savings/CO2 emission reduction

(potentialy up to 8.000 GWh or 8.8 MMT CO./year) compares (or matches up to, or
measures up to) proportiondly to the anticipated CO2 emissions reduction of about 4,4

FSP § 35,
page 19
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Comment & Response
million tons/year at the nationa level as aresult of the expected annual lighting electricity
savings of about 4,000 GWh. Note that the estimated global energy savings and CO2
emission reduction are twice that of the estimated nationa energy savings and CO2 emission
reduction. These estimates have been reviewed, adjusted and firmed up during the PPG
exercise. In the process of quantifying the potential energy savings and CO2 emission
reductions from the project, the project design team will ensured that there is no double
counting. The statement hasthus been clarified.

| Reference

Comment:
The project title and the acronym sound rather awkward. Please consider some " snappy”
alternatives.

Response:
The project team considers the current project title as acceptable and is a direct trandation of

the Chinese title. The project title specifically describes what the project is all about, i.e.,
phasing-out of incandescent lamps & promotion of energy saving lamps. It could be, if redly
necessary, called for short - Green Lights 11, in reference to the previous GEF-funded project
of the same pseudonym. However, the Chinese project title shall remain the same.

Comment:

Is the project consistent with the recipient country’s national priorities and policies? The
project will directly contribute to the target of 20% reduction in energy intensity set by the
Government. Please note that thisis not a "20% energy saving and emission reduction
target”. The 20% reduction refers to energy intensity decrease in terms of energy use per unit
of GDP, not energy savings per se or emissions reduction (Sec B).

Response:

Agree. The 20% reduction refers to energy consumption per GDP during the 11" Five Year | PIF: Part

Plan as compared to that in the 10" Five Year Plan. Il; Sec B; p.
6

Comment:

Section B and elsewhere (Section D) mention the "IFC Efficient Lighting Initiative”. Please

note that ELI has been a GEF-funded initiative, including the follow-up program at CSC.

Correction should be made to properly reflect this.

Response:

Agree. The Efficient Lighting Initiative (EL1) was a global project initiated in 2000 by the PIF: Part

International Finance Corporation (IFC) and funded by the Global Environment Facility II; Sec B;

(GEF), to promote efficient lighting in 7 countries. It created a series of lighting energy and | Footnote 4,

performance standards that defined the best performing products available within arangeof | p. 6

developing and transitional economies. At the completion of the project, the IFC sought an
appropriate long-term home for ELI and identified the China Standard Centre (CSC) as the
appropriate host. As agreed with the IFC, CSC established a group, ELI Quality Certification
Ingtitute (EL1), to take over operation of ELI on behalf of the IFC. The expanded ELI
program aims to cooperate with government agencies, international organizations,
manufacturers, testing laboratories, lighting associations, large retailers and other market
aggregators to accelerate the widespread adoption of energy efficient lighting products and
thereby reduce greenhouse gas emissions.

Comment:
Is the project consistent and properly coordinated with other related initiatives in the
country? Section D mentions other related GEF-supported projects in China, including
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Comment & Response
Green Lights, ELI, BRESL, and EUEEP. By CEO endor sement, please explain in detail what
has been done, and will plan to do, to ensure proper coordination with the ongoing GEF
projects (including the Global Lighting Project) and other national and bilateral initiatives,
and how lessons learned from Green Lights, etc. will be incorporated in the design and
implementation of the current project. In particular, please detail how this project will be
fully integrated with the government-financed programto promote and distribute EE lamps.

Response:
Y es, the project will build on the successful experiences drawn from the previous and

ongoing GEF-supported projects in China. The project design will definitely take thisinto
consideration not only for making use of lessons learned but also exploring and taking
advantage of possible synergies with the ongoing and planned projects. The project will be
designed to take into account potential partnerships in specific activities of ongoing and
planned projects (GEF and/or non-GEF funded) that deal with energy efficient lighting
systems, products and programs thereby optimizing the use of project resources.

The project team has already initiated analyses and exchanges with other project owners on
how to practically co-operate and identify synergy, practicaly clarifying how the proposed
project links and integrates with other energy efficiency initiatives and programsin the
country. The PILESLAMP PMO will under the guidance of the steering committee continue
this co-ordination and co-operation. During the PPG such potential synergies were taken into
account in designing the project framework.

| Reference

Comment:

Is the proposed project likely to be cost-effective? Section G states that the cost to GEF per
ton of CO2 is $1.4 to $1.8. What is the timeframe? This appears to be based on the energy
savings expected, but those figures are on an annual basis, not for the lifetime of the product,
etc. They seemto be inconsistent with the cost-effectiveness assessment of other UNDP
projects. More clarity is also needed on the energy savings and emissions reduction figures.

Response:
The cost-effectiveness assessment is the same as in other UNDP-GEF projects (i.e.,

comparison of the cost-effectiveness with other alternative approaches and estimation of the
unit abatement cost or UAC). The UAC was computed based on the available CO2 emission
reduction estimates, which is on an annua basis. Obvioudly, with the magnitude of the
anticipated annual savings as compared to the proposed GEF grant, the proposed project is
cost-effective. On along-term basis, i.e., considering the post-project impacts during the
influence period, the UAC will be more attractive and cost-effective. The proposed PPG
exercise will come up with more detailed figures of the potential annual energy savings and
CO2 emissions reduction that can be redlized during and after the project as aresult or as
influenced and facilitated by the activities that will be carried out under the project. Such
datawill be used to come up with a more accurate UAC, which will be tracked using the
M& E system that will be designed and developed for the proposed project.

Part I,
Section G
above
provides
detailed
information
and figures

Comment:
Please provide detailed analysis and estimates, including all the assumptions, by CEO
endor sement.

Response:
The gathering of relevant data during the PPG exercise is expected to generate the relevant

information that will be used in the analysis of the expected energy savings and CO2

FSP PART
[11: CO2
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Comment & Response
emissions reduction from the project. The analyses are expected to come up with rational
assumptions and more accurate estimates of the impacts of the project interventions that will
support/facilitate the phasing out of I1Ls and the widespread utilization of ESLs. The results
of the detailed analyses will be presented in the Project Document that will be prepared for
CEO endorsement.

| Reference
Emissions
Reduction
Estimates,
page 70;
alsotables5
& 6in FSP

Comment:
Is PIF clearance being recommended? PIF clearance will be recommended upon receipt of a
revised document addressing the issues raised in this review.

Response:
We bdlieve that the above comments raised by the GEFSec have been adequately addressed

and the necessary revisions in the PIF have been made accordingly. In that regard, we expect
the approva of the PIF by the GEF CEO soon.

Request for PPG Approval

Comment:

Isitemized budget justified? The total proposed PPG is $250k, including $130k for local
consultants and $45k for an LFA workshop. It is questionable why an LFA workshop would
cost $70k (including $45 from GEF). The local consultant rates are also too high.

Response:
International and local experts on lighting technology, national and local government

representatives, lighting industry experts and representatives, representatives from research
institutes and consumer groups, etc, will be involved in the LFA workshop. The LFA
workshop will establish, from consensus among the project stakeholder, the project goal,
objective, outcomes, outputs and activities including the success indicators and targets, as
well as on the delineation of responsibilities among the stakeholders. To ensure that the 5
day workshop will produce an agreed sound and rationale project planning matrix or project
framework design, with full and active participation of the participants, it will be held
somewhere outside of Beijing.

The current proposed budget for the LFA workshop includes: 1) Travel cost (international
and domestic airfares) and land transport for some of the participants; 2) Rental cost for
meeting room and facilities; 3) Cost for document trandation (trandation is costly but very
necessary for a smooth communication and accurate understanding between the international
consultants and domestic participants); and, 4) accommodation and meals for &l the
participants, etc.

Comment:

Is the consultant cost reasonable? Local consultants are budgeted at $1000 per person week,
which is considerably higher than similar projectsin China. UNDP should confirmthe
prevailing consultant rates in China. The number of person weeks is also questionable for
the Climate Change Project Devel opment and Management Expert (i.e., 60 weeks), while the
entire duration of the PPG is about 6 months. In light of the above, the CEO disagrees with
the PPG budget and instructs that the PPG budget be capped in the $150k range and that
additional funding should come from co-financing.

Response:
Under the UNDP-China National Execution (NEX) rules, senior national consultants can be
paid US$ 200/day max if these experts meet the qualifications criteria that are set out in the

PPG:

Footnote 2;
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| Comment & Response | Reference
terms of reference. p. 4

Please note that number of each type of international and national experts that will be
engaged for the PPG exercise is not limited to one expert per position. The design and
implementation of the survey of the local lighting market; research on the ESL & IL markets
(regiond and global); forecasting of local lighting market trends; and research on
plang/programs and policies on ESL products manufacturing will be carried out by severa
Climate Change Project Development and Management Experts. In fact the idea hereisto
engage the services of a consulting firm, which will field such experts to carry out the
abovementioned tasks. Collectively, they are expected to log 60 person-weeks of work.

The budget estimates for the PPG exercise is based on the current rates of local consultantsin
China (including that of the UNDP-China NEX rules). Please note that with the country’s
current rapid economic development, local wages including consultant fees have increased
significantly. The increase in daily consultancy rates is further influenced by the substantia
appreciation of the RMB against the USD. Since bulk of the PPG activities will require the
engagement of the services of local experts, reducing the proposed PPG budget will affect
the project development activities. Those that will be at risk are activities on data gathering
and assessments (e.g., market researches, surveys, policy researches/studies, etc.), and on the
groundwork that will be done for theinitial socialization and stakeholder consultation work
intherural areas where incandescent lamps (ILs) are still widely used. The project team
anticipates significant amount of work in promoting the idea to the rural area people and the
local government authorities about the need to phase out ILs, which are the main type of
lighting in rural China. They need to consult the people in the rural communities in order also
to know what assistance these people will need that can be facilitated in the proposed project
in order for them to adjust to the non-use of ILs, and afford the use of ESLs. These pieces of
information will be used in designing the appropriate interventions that will be included in
the PILESLAMP. Hence, in order to ensure arobust and high quality project design, we
expect the GEF will reconsider its decision of capping the PPG to US$ 150K and approve the
proposed PPG budget of US$ 250K .

Comment:
Is PPG being recommended? PPG proposal will be recommended for CEO approval after
the above issues have been fully addressed.

Response:
We believe that the above commentsraised by the GEFSec have been adequately

addressed and the necessary revisonsin the PPG Request have been made accor dingly.
We expect the approval of the PPG Request by the GEF CEO soon.

GEF Council Comments (June 2008 | SWP)

Comments’Recommendations & Responses Reference

Germany

Comment:

The PIF brings up the issue of waste from compact fluorescent light bulbs, but then it goes
on to say that consideration of waste management is probably not important due to the
long lifespan of the bulbs.

Response:




Comments/Recommendations & Responses
CFLs contain potential hazardous substances like Hg, Pb, PCBs, etc. Therefore, this
particular waste resulting from end users needs to be separated from general domestic
waste and the best way of dealing with this task under the given constraints will be
identified from a parallel feasibility study implemented from AEA Technology UK and
funded by UK DEFRA. The PILESLAMP project will instead focus on waste from CFL
production sites, not on recovery from the market. Hence the lifespan of abulb is not
relevant for PILESLAMP s engagement in CFL recycling.

Reference
ProDoc:
Table4, p.
15

Comment:

Given the hazardous content of compact fluorescent bulbs, namely mercury, a future
environmental problem can be avoided by planning for compact fluorescent light bulb
disposal prior to project implementation.

Response:
Planning for FL waste recycling facilities isaready underway in China. Theingtalation

of such facility is one issue, and the collection of spent lamps from consumers, or non-
conforming products (production waste) at manufacturing sites is another concern.
Further, modes to finance sustainably the recycling and disposal operations need to be
identified, as recycled product components (Hg, glass, P) do not pay for the FL processing
cost. The latter tasks will be addressed from the abovementioned feasibility study funded
by UK DEFRA. PILESLAMP will rather work on occupational health and sefety, i.e.,
reducing Hg emissions from production lines and collecting and recycling/disposal of
waste ESLs from production lines.

ProDoc:
Activities
122& 1.3

Comment:
* Planning Sep: Engage government agenciesin policy discussion for managing compact
fluorescent light bulb waste.

Response:
Agree. Any future regulations/laws on the handling/management of lamp waste will

definitely involve the relevant GOC agencies responsible for policy formulation and
enforcement. Hence, it would be practical and advisable that they be consulted and
engaged in the design and implementation of the appropriate interventions that will
address current and future issues/barriers concerning management of lamp waste. Among
the agencies that the project team has coordinated with is the NDRC particularly on issues
regarding FL waste.

Comment:

* Planning Step: Consider awarenessraising measures with regard to handling and
disposing of compact fluorescent light bulbs. A broken compact fluorescent light bulb can
pose serious health risks, particularly to children and pregnant women.

Response: According to the WHO limits, a onetime exposure to the Hg content of a CFL
will not cause harm to users of CFLs. The strict WHO limits as reported below are for
long-term exposure.

Toxic Methyl mercury intake tolerance levels are 1.6 micrograms per kg body weight per
week. For a 60 kg person this sums to around 5000 micrograms (5 milligrams) Methyl
mercury/ year. However, elementary Hg as contained in CFLs is much lesstoxic: WHO
suggests (here: http://www.who.int/phe/news/M ercury-flyer.pdf) that less than 2
microgram per kg weight per day are tolerable. Again, for a 60 kg person this makes
around 44 mg (44000 microgram) elemental Hg per year or the average Hg content of 9to
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Comments/Recommendations & Responses
15 CFLs completely inhaled over one year.

Nevertheless, a clear guidance on how to clean up the waste from a broken FL will be
provided as part of the awareness raising activities of PILESLAMP. One must on the
other hand see the downside that focusing on the inherent dangers of CFLs will probably
discourage potentia users from purchasing such lamps.

Reference

Comment:
* Planning Step: Raise safety issues in both the production and distribution of compact
fluorescent light bulbs.

Response:

During the project preparation stage, the partly not satisfying control of Hg in the FL
production process has been identified as a barrier to ESL business expansion and IL to
ESL conversion initiatives. As a response, specific activities have been designed for
PILESLAMP that are intended to improve the environmental performance and
occupational health and safety aspects of CFL production.

ProDoc:
Activities
1.31&
132

United States of America

We can support this project. We are pleased that, among other things, it will address the issue of
processing waste from energy saving lamps (ESLS). There are several shortcomings that should be

addressed:

Comment:

* Firgt, the document does not mention the risk that individuals and businesses might not
purchase ESL_s because of higher first costs. The technical assistance alone will not result
in transformation unlessif thereis consumer demand for ESLs. The project document
should include consumer demand analysis.

Response:

Agree that the PIF did not address the financial barriers. Therefore, aside from TA and ProDoc:
ESL promotional campaign activities to improve the supply chain and herewith enabling Activities
the production of good quality CFLs at competitive prices, specific activities have been 1.1& 1.2
incorporated in Component 2 of the project to explicitly address the financial barriersthat | 2.5.1to
were identified during the project design and preparation. The activities that will be 255
carried out under Component 1 (Lighting Industry Capacity Enhancement) are meant to

enhance the demand for ESLs among the Chinese consumers.

Comment:

* Second, and related to this, is the risk of “ weak private sector participation.” Thisis

mentioned, but the proposed mitigation strategy is not persuasive. The project will need to

assess whether industry perceives there to be sufficient demand for ESLs.

Response:

During the project preparation a model for the future ESL demand both within and outside | ProDoc:
China (as aresult from various IL Phase-Out initiatives) wasdeveloped, first asabasisfor | Activities
emission reduction estimates and second, for indicating the business case for investment 25.1to
in ESL facilities. This model will be refined and calibrated with additional market surveys | 2.5.5

during the project implementation, to deliver even more reliable and convincing data.
Moreover, there are several pilot programs on the promotion and marketing of ESL s that
will be implemented under the project. Aside from the initial surveys that will be carried
out to determine and assess the lighting market in the cities and towns where there are
prospective high demands for ESLs, the ESL market will be continuoudly (during the




Comments/Recommendations & Responses Reference
project implementation) to establish the impacts of the ESL promotiona efforts that will
be carried out. Such monitoring and assessment of the ESL market will be done regularly
by the NECC even after the end of the GEF assistance.

Comment:

* Third, and most importantly, there is no commentary on the policy environment. China
still maintains subsidies in the electricity sector, with an estimated average rate of subsidy
of at least 10% in the electricity sector. Are price signals distorted to such an extent that
therewill be insufficient demand for ESLs? What is the government’s program for tariff
and energy price adjustment? These questions should be answered.

Response:

Recently the Chinese government has adjusted the electricity prices to account for the ProDaoc:
increased fuel cost. At present, faced with temporally reduced fuel cost in the wake of the | Activity
global financial crisis, the GOC sees this as an opportunity to introduce fuel taxes and 322

come to a more market oriented energy pricing. The province of Inner Mongoliais
actually spearheading this development for the time being. Nevertheless, energy subsidies
indeed slow the amortization of EE lamps. While more cost recovery in the energy sector
is definitely government policy, full accounting of direct and indirect energy generation
cost cannot be expected during the projects lifetime. EE FLs are recovering their higher
initial purchasing cost in China within around one year, compared to 6-8 monthsin the EU
and USA — depending on power cost and lamp price. Despite energy subsidies, investment
in EE lighting makes economic sense in China.

Comment:

» We also have doubts about the methodology used to calculate carbon benefits We
think the estimates appear to be overly optimistic. For instance, we question the
appropriateness of including in the project benefits savings due to ESL s exported and
used in other countries. These benefits would seem to be more attributable to changesin
policiesand consumer behavior in the export market.

Response:

The potential CO, savings have been re-calculated based on the market sharemodel | ProDoc:
for ESLsin China(i.e., 50:50 export-to-domestic use), and based on the GEF's Part I11:
Manual for Calculating Greenhouse Gas Benefits. Thisled to morerealistic CO2

estimates of the ener gy savingsand CO2 emission reductionsthat can be attributed Emissions
directly tothelL conversion demonstrations and replications that will be carried out | Reduction
under the project, aswell astheindirect CO2 emission reductions that can be Estimates
attributed to the various enabling activities that will be carried under PILESLAMP.

STAP Review (23 June 2008)
Comment/Recommendation & Response Reference
Comment:

Onthelatter (i.e, policy and regulatory reforms), it is not clear whether the technical
assistance will also target policy makerswho are also key playersin reforming policies
and regulations in the energy, private (buildings), and finance sectors.

Response:
Component 3 of PILESLAMP addresses the policy and regulatory barriers to EE lamp ProDaoc:

production and applications in China, in general, and IL to ESL conversion, in particular. | Activities




Comment/Recommendation & Response Reference

In addressing such barriers, obvioudy among the key targets are the policy makerswho
will be key people in the development of the required supporting policies, in the
facilitation of the policy approval, and in the enforcement of the approved policies.
Capacity building will also be provided to them on EE policy formulation and anayssin
order for them to sustain the policy regimes that are required, and the policy support
activities that have to be carried out. TA will aso be provided in the preparation of the
implementing rules and regulations for the enforcement of the approved EE policies
(particularly on EE lighting).

31-33

Comment:

Of equal importance will be ensuring a high-quality technical assistance in all three
components. What measures will be taken to assess the quality of technical assistance,
and how will these measures be implemented, could perhaps be clarified by the proponent
at CEO endorsement.

Response:
The quality of the technical assistance activities that will be carried out by project

personnel (e.g., consultants, sub-contractors) will be ensured by the PMO. For this
purpose, detailed project quality management and control processes will be develop and
described under Program Monitoring and Evaluation. As in other UNDP-GEF projects,
thiswill be made sure starting from the preparation of the terms of reference (TOR) of the
personnd that will work on the various activities under the project; to the personnel
selection and hiring process; and, in the review of the deliverables of each project
personnel. The PMO will closely supervise the work done under the project (particularly
in keeping with the TORs). The annual project implementation reviews will help monitor
the quality of the TA activities that will be carried out under the 3 project components.

ProDoc:
Part 1V;
Sec |:
Monitoring
and
Evaluation
Plan and
Budget

Comment:

IPCC (2007) concluded that efficient lighting technol ogies are among the most promising
GHG abatement measures in the buildings sector. Further, a significant portion of these
savings can be achieved in ways that reduce life-cycle costs, thus, providing reduction in
CO2 emissionsthat have a net negative cost, however, with higher investment, but lower
operating cost.

Response:
This assessment is shared. The basic economics of EE lighting projects are indeed

favorable, even within a subsidized energy market like China. Therefore, the prgect
design incorporates activities to mobilize commercia finance for EE lighting projects —
eventually with support from public credit guarantees or preferential loans.

ProDoc:
Activities
251-255

Comment:

Innovation aspect: Thereis no scientific or technological innovation, but policy and
institutional innovations are included based on the vast experiencein China on promoting
ES.. But the innovation for overcoming the critical barrier of high first cost (as
mentioned by IPCC) to individual users, particularly in rural areasis not clear, since
national policies may not be of much help.

Response:
FLs are wel established and known product. A technology breakthrough reducing

production cost significantly cannot be expected. The innovation lies rather in optimized
supply chains and manufacturing. These aspects will be addressed under Component 1 of
the proposed project. Further, high cost for end-users result equally from multi-level

ProDoc :
Activities
1.21-125;
and 2.5.1 -
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Comment/Recommendation & Response Reference

distribution chainsto rural areas. Here PILESLA MP intends to establish innovative
marketing networks and will work with local retailers to offer reasonably priced, good
quality lamps to rural areas.

255

Comment:
Waste fluorescent collection and recycling: Given that CFLs have a long life; thisissue
may not be a concern.

Response:
CFLs contain potential hazardous substances like Hg, Pb, PCBs, etc. Therefore, this

particular waste resulting from end users needs to be separated from general domestic
waste and the best way of dealing with this task under the given constraints will be
identified from a paralel feasibility study implemented from AEA Technology UK and
funded by UK DEFRA. The PILESLAMP project will instead focus on waste from CFL
production sites, not on recovery from the market. Hence the lifespan of abulb is not
relevant for PILESLAMP' s engagement in CFL recycling.

ProDoc :
Table4, p.
15;
Activities
1.31&
132

Comment:

Basdline: The proposal repeatedly mentions that the ESL production in 2006 will be taken
as basdline. This may not give the complete picture. Both the trends of production and
national sales (since significant proportion of production is exported) should be
considered.

Response:
The potential CO2 savings were re-estimated based on a market share model for ESLsin

China, were based on trends and time series of production and national sales of CFLs as
parameters. These will be verified during the project implementation using the market
share model that is expected to be enhanced as part of the technical assistance activities of
the PILESLAMP project.

ProDoc:
Part 111;
Tables5 &
6

Comment:

Further, a scientific method would involve measuring or estimating the electricity
consumption in the baseline situation (without ESLS) in sample households, malls etc and
electricity consumption per month or year under the project scenario with ESL.
Production data alone may not give a complete picture.

Response:
During the time-limited project preparation stage, there was not enough time to implement

statistically significant electricity consumption measurements. While the project team
consider theinitiad estimates using production data as sufficient to establish baseline
energy and CO2 emission reduction data, these will be verified during the various market
survey and project M& E-related activities that will be carried during the PILESLAMP
project implementation. The impact assessment of marketing objectives and related tasks
under Component 2 of the project will aso come up with such data. In addition, the
project design aso made use of the datafrom the previous UNDP-GEF GreenLights
Project.

ProDoc:
Activity 3.1

Comment:

Further, reduction in expenditure on kWh of electricity used per month may trigger
increased use of electricity with more bulbs or increased lighting hours. Thus, monitoring
electricity consumption in sample households, or mallsis necessary.

Response:




Comment/Recommendation & Response Reference

The rebound and |eakage effects being referred to in the comment are known. These are ProDaoc:
aso considered in CDM methodologies for EE lighting projects. Respective corrections of | Activity 3.1
energy savings estimates will also be applied for calculations and estimates under
PILESLAMP. The Small Scadle CDM Methodology for IL/CFL exchange programs will

be utilized to estimate the energy consumption and associated CO2 emission reductions
that are attributable to PILESLAMP.

Comment:

Financial viability or cost — effectiveness: Large scale spread of ES_s depends on the
financial attractivenessto individual families or establishments (such as malls); especially
since thefirst or investment cost is higher for ESLs. Households or establishment do not
go by lifecycle cost, or benefits analysis. It isimportant to address the critical issue of first
cost barrier to the success of ESLs programin China, especially since large experience
and lessons are available.

Response:

Severd activities have been designed to make available ESLs at competitive prices ProDoc

through the reduction of the first cost barrier: optimization of production and supply chain, | Activities

optimization of marketing and distribution networks, mobilizing alternative financing 1.2,22,2.3,

(utility DSM, CDM) and mobilizing commercid financing for larger ESL projects. 2.5 and
322

Comment:

Risks: The risk of high first or investment cost being a deterrent for households or
establishments (e.g. malls) is not addressed.

Response:
As per response to the previous comment, PILESLAMP includes activitiesthat are ProDoc
aimed at removing the “first cost” barrier that prevents households (particularly in Activities
rural areas) from continuously using ESL s. Such activitieswere designed taking into | 1.2, 2.2, 2.3,
consider ation the reasons why many people consider ESL s expensive, and the 25and
conditions that would encourage the widespread utilization of ESLsamong theusers | 3.2.2

at variousincome levels.




ANNEX C: CONSULTANTSTO BE HIRED FOR THE PROJECT

The following summarizes the types and number of consultants that will be engaged in the management of the project and
in the implementation of the project activities.

Position/Title Tasks to be Performed
FOR PROJECT MANAGEMENT

L ocal Consultants

Day-to-day project management, including
- Management of staff
Project Director 6202 1pax @145 | - Management of consultants and Sub-contractors
weeks - Oversee project implementation against schedule and milestones
- Annua project planning
- Coordination with other nationalinternational EE lighting projects
Inter national Consultants
- Assistance to Project Director in carrying out the tasks specified
above
International Chief 3050 lpax @61 | - Provision of technical advice on efficient lighting solutions and
Technica Advisor weeks related manufacturing issues, including lamp recycling and quality
- Assistance in the M&E activities
- Communication with international stakeholders
[ nternational - Planning and conduct of Monitoring and Evaluation Tasks
Expert for 3050 lpax @12 | - Support to Project Director with project surveillance
Monitoring and weeks - Preparation of interim and final project evaluation reports against
Evaluation objectives, outcomes, schedule and milestones
National Consultants
- Assistance to Project Director in the management of the project
: : - Provision of technical advice on efficient lighting solutions and
'T’Iiﬁrz;ildcxgisor 620 ! p\?vxee@IZsl% related manufacturing issues, including lamp recycling and quality
- Assistance in the M&E activities
- Communication with national stakeholders
. - Planning and conduct the Monitoring and Evaluation Tasks
mi[:]?%?li nng gneg for o50% 1pax @ - Support to Project Director on project surveillance
Eval uation 10weeks | . Preparation of interim and final project evaluation reports against
objectives, outcomes, schedule and milestones
Overdl management of activities under each component, including
- Management of consultants and sub-contractors
Component 3pax @63 | Oversee implementation of component activities against schedule
Managers/Advisors 950 weeks each and milestones
- Contribution to annual project planning
Coordination with other nationa and international efficient lighting
projects

42 Rate is comprised of basic weekly rate for local management experts plus an average 13% fringe cost. This appliesto all local
management experts to be employed by the project.
“3 Rate is comprised of basic weekly rate for international consultants plus international travel costs, DSA, and other travel-related
expenses such asvisafees. Thisappliesto all International consultants that will be engaged for the project.

44 Rate is comprised of basic weekly rate for local technical experts plus an average 19% fringe cost. This appliesto all local technical

expertsto be employed by the project.




Position/Title Tasks to be Performed
FOR TECHNICAL ASSISTANCE

LOCAL CONSULTANTS

Component 1

Experts for
Forecasting
National and
International
Demand for
Lighting Products

950

2 pax @
10 weeks
each

- Conduct of athorough review of al available market demand

forecasts, both national and international, for demand for IL and
ESLsover a3, 5and 10 year period.

- Sourcing of an appropriate modeling tool which will allow the input

of these forecasts to alow “what-if analysis’. If no such models
exist, development of an appropriate tool.

- Preparation of projections of likely demand scenarios over 3, 5 and

10 year periods. Scenarios are to include potentia variations in actua
phase-out dates and associated markets impacts in various national
and international markets. For each scenario, provide justifiable
estimates of likelihood of scenario occurring.

- Provision of training in the “what-if” forecasting tool to the PMO

and other potential users

Expertsin the Raw
Materials,
Components and
Production of
Lighting Products

950

3pax @
15 weeks for
each

- Estimation of the volumes of raw materials and components required

to produce the number of lighting products projected. Based on these
estimates, highlight any particular issues that may be associated with
this volume of raw material and component demand

- Estimation of the likely demand for production technology both

national and internationally and estimate the ability of suppliersto
deliver this equipment (and the likely cost). Based on these estimates,
highlight any particular issues that may be associated with
sourcing/installing this production equipment (e.g., scarcity of skilled
staff to install and commission production equipment, requirement to
source particular equipment from outside China, etc)

- Estimation of the likely human resource requirements and the current

and projected human resource availability. Highlight any particular
issues that may be associated with human resource demand.

- (For the national expert) Coordination of Expertsin Forecasting

Demand, Production, Economic and Socia Impact and
Environmental Impacts to ensure outputs from experts are
coordinated and coherent. Combine outputs into one report detailing
project impacts of various demand scenarios and highlight al
potential issues that may arise. Conduct and stakeholder workshop to
discuss and refine projects and associated impacts.

Experts for
Forecasting Social
and Economic
Impacts

950

2pax @ 15
weeks each

- Estimation of the number of job losses, jobs created and the changes

in geographical concentrations of employment related to industry
transformation under different demand scenarios. In particular note
changesin skill level requirements.

- Prediction of overal levels of increased unemployment as aresult of

industry transformation under differing demand scenarios based on
the changes in geographical employment and regional employment
rates

- Making projections of the increased income to government from

various demand scenarios (e.g. increased income tax from higher
paid skilled workers, changes in sales tax, export tax, etc)




Position/Title | USHwk | Person-wk | Tasks to be Performed

Estimation of the cost to government (local and national) of
prowdl ng socia welfare for increased unemployed.

- Production of an overall net forecast of cost to government of various

demand forecasts

- Edtimation of the change in environmental pollution (experienced by

staff and the local environment) as aresult of the likely changesin
production

Experts for - Estimation of the likely changes on the end of life waste stream and
Forecasting 950 2pax @ 15 associated environmental impact as aresult of differing products
Environmental weeks entering the domestic market
Impacts - Assessment of the potential impacts on the changes in waste stream
on recycling opportunities within China
- Assessment of the overall likely environmental impact of changesin
demand/production
- Performance of independent reviews of each business plan devel oped
by manufacturers in concert with the subcontractor. Reviews to
include evaluation of written plans and detailed discussions with key
Experts for management staff yvithi n each company (_Jlevel oping business
Independent 6 pax @ proposals. Evaluations are to include reviews of:_ N
Review Business 950 10 weeksfor | - Ass&s_sment of the current and proposed production capacities
Plans each (physical and human resources)
- Assessment of the current and proposed supply chain management
strategies for ESLs
- Assessment of domestic and international marketing strategies
- Assessment of ESL project financing proposals
- Provison of technical assistance to individual lighting product
manufacturers, provide specific business and technical support in the
implementation of business plans. Guidance should be givenin
:Expertsfor . 12 pax @30 national and international best practice in specific areas, especially
mplementation of weeks for . o : .
BUS Ness 950 each Wher_e the bus_| ness pl an being implemented differs radicaly from
Transformation existing practice within the company
- Assessment, documentation and dissemination of lessons learned
between manufacturers undertaking business transformation
programmes
- Design and development of training materias including: (a) overall
Expertsto PMO 1 @ 20 scope of the training programme, areas the training should cover and
Support for pvf\’/lx ks specification of specific content; and, (b) review of draft training
Trainingin 950 materials
Business and 1 @10 | Training programme review including review of outline training
Technica I?/?/Xeeks programmes, schedules and proposed target audiences
Conversions - Attendance at all pilot training courses to provide detailed review and
recommendations for revision prior to training role out.
Experts suoportin - Information sharing on best practices and experience from Europe,
Perts Supporting the Americas and Asia of similar current and proposed standards, test
the Revision of 1px @30 methodol ogies and enforcement strategies
Chinese Lighting 950 weeks 9 €9

and Related
Standards

- Participation in ESL standards development and review meetings
- Review of dl drafts of proposed standards, including seeking

international critica review, and making recommendations for
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Position/Title Tasks to be Performed

further developments/revisions

- Assistancein the international dissemination of any new standards,
testing or enforcement regquirements to key stakeholders in other
countries

Provision of Technical Assistance in the following:
- Existing testing protocols, equipment calibration, management

Experts supporting procedures and lab certification protocols through observation of

Laboratory 950 2pax @ 12 existing procedures and on-site staff training

Capacity weekseach | - Capacity to test hazardous substances

Development - Specifications of new equipment requirements either to upgrade
facilities for performance testing or develop new capacities for the
development of hazardous product testing

- Provision of technical advice on the annual evaluation of methods of
production for each raw material/technol ogy/component stream as

Experts supporting proposed and implemented by the subcontractors. Advice shall
Improvementsin 4pax @ include detailed reviews of the evaluation methodologies, evaluation
Raw Materidl, 950 20 weeks implementation and recommendations

Components and each - Conduct of spot checks of training being provided by subcontractors
Production to ensure the training is appropriate and effective, and to provide
Equipment suggestions for ongoing improvement of the training programmes

- Provision of expert support for the PMO in managing the programme
being implemented by the sub-contractors

- Provision of specific detailed knowledge in linkages between
production quality sampling; in-house (or externa) laboratory or

; other quality evaluation and testing of these samples; and feedback

:Expens supporting proc&g to t)rqe production system tg modify prOdLrl)Ct in line with

mprovementsin 6 pax @ 25 o . o

Product Quality 950 weeks each results. As specific details of _the individua ne_eds of ma_nufacturers

Control and are not yet known, the expertise cannot b_e defined at‘thls stege.

Management However, these experts will be used sparingly to fulfill specific
“trouble-shooting” roles as and when required. Experts may aso be
called upon to assist the PMO in the implementation of this complex
sub-component.

- Provision of technical advice on the overdl planning of the various
stakeholders involved in the quality supervision for lamp product
manufacturing, and the proposed mechanisms to adopt for urban and

_ 3 pax @ rural environments and for various product (industrial, commercial
Experts supporting 15 weeks and consumer) market supply chains
Developmentsin 950 each - Provision of recommendations during each annual planning for each

Quality Supervision

implementation cycle, for the development, stakeholder participation
and implementation programme, and provide a critique and
suggestions for fina plans

- Assistance in the evauation of individua check testing and in the
development of long term mechanisms for overall market supervision




Position/Title Tasks to be Performed

Provision of technical advice in the following
- Reduction of the content of mercury in lamps (to reduce

Experts supporting manufacturers employee expose and issues with end of life disposal),

Control of 3pax @ 30 primarily through assisting manufacturers switch to solid amalgam

Hazardous 950 weeks each | - Reduction of the qualities of lead required in the production of lamp

Substancesin caps and glass

Production - Reduction of the waste water production during the production
process

- Management and reduction of other RoHSs.

- Complement the international expert that will be engaged to work on
thistask by providing knowledge and experience gained from
previous work done in Europe, the Americas and Asiaof similar

Experts suppor_ti ng 3 pax @ 20 current and proposed recycling and recovery methodologies

Improvementsin weeks each | - Definition of the requirements for the sub-contractor study on

End of Life Waste 950 collection and recycling (and safe disposal) options within a Chinese

Management from context

Lighting Products - Supervision of the ongoing sub-contractor activities and support with
the development of proposals for adoption by government/industry

- Assistance in the organization of international study tour on lamp
waste recycling and recovery applications.

Component 2
- Provision of expert advice on the typical marketing practices for
lighting products in China both for export and the domestic markets
L - Provison of technical knowledge about lighting product marketing
k/:grhlzgt]i%g)r gfggts 950 iggﬁs@ga%:?] practices in other countries that can be applied in China, and
recommend options that can be considered in the country

- Design of product marketing models based on feasibly applicable
practices and approaches

- Provision of expert guidance on the review of the China Green
Lights Program activities both national and local to identify key
activities that should be sustained on a long-term basis, and how to
go about doing such activities,

- Cooperation with international expert to conduct the research and

. : 2pax @ 10 provide the support to working group;
g?g;?a(ll_'\g;kgglg 950 weekseach | - Provision of TA to working group on developing supporting policies

promoation network)

and measures for the large scale promotion of ESL.

- Assistance to the subcontractors on the devel opment of an action
plan of proposed activities to be undertaken in China on along-term
basis including redlistic transition plans to get these efforts underway
and be saf-sustaining;

- Provision of TA to subcontractors implementing the ESL promotion

plan.

39




Position/Title | USHwk | Person-wk | Tasks to be Performed

Provision of market information including the ESLs market
opportunltl es and barriers, the business benefits of suppliers and
retailers as well as consumers purchasing behavior, etc.

- Work with working group to develop an action plan for promoting

Nationd Marketing lpax @ 10 the efficient lighting products in large and medium-sized cities

Expert (ESL

Promotion in Large 950 weeks IbneCISLeJI(:‘I ng rer_:\I [ stlc transition plans to get these efforts underway and

and Medium-sized susaning, | |

Cities) - Cooperation with the international expert to provide technical
assistance to Chinese colleagues as they implement the marketing
plan;

- Assistance to international expert in monitoring and evaluating the
impact of the activities implemented.

- Work with the working group and international expert of developing
avoluntary commitment program of stopping the free distribution of
incandescent lamps (lighting markets, home shopping malls, large
supermarkets);

- Provision of technical assistance to working group as they implement

National Voluntary the voluntary commitment program;

Commitment _ _ _ : _ .

Expert (ESL lpax @5 |- Cooperation with the international expert in evaluating the

Promotion in Lar 950 weeks achievements of the voluntary commitment program, including
ge vements

and Medium-sized sustainability issues

Cities) - Provision of technical support and input to the working group to

devel op recommendations to central government on supporting
policies and measures on prohibiting free distribution of incandescent
lamps with lighting fixtures.

- Work with internationa expert in monitoring and evaluating the
impact of the activities implemented.

- Provision of market information including the ESLs market
opportunities and barrier in small cities and rural areas, the business
benefits of suppliers and retailers as well as consumers purchasing
behavior especialy for the low income family in rural areas, etc.

National Marketing - Work with working group to develop an action plan for promoting

Experts (ESL V\Zl e%?égcsh the efficient lighting products in small cities and rural aress including
Promotion in Small 950 redistic transition plans to get these efforts underway and be self -
Citiesand Rurd sugtaining;

Areas) - Cooperation with the international expert in the provision of
technical assistance to working group as they implement the
marketing plan;

- Work with international expert in monitoring and evaluating the
impact of the activities implemented.

- Work with working group to design and implement a financial
solution programs for low-income families in small cities and rural

National Hnancing 1pax @ 10 areas;

Expert in Small 950 pweeks - Cooperation with the international expert in the provision of

Citiesand Rural technical support and input as the financial solution program

Areas implement;

- Work with working group and international expert to develop an
action plan to be undertaken in the small cities and rural areas by




Position/Title Tasks to be Performed

addressing the financia barriers on along-term basis including
realigtic transition plans to get these efforts underway and be self -
sustaining;

- Work with working group to prepare the recommendations on the
financial solutions for the wide promotion of efficient lighting in
Chinaincluding the approaches to get these efforts self-sustaining;

- Cooperation with the international expert in monitoring and
evaluating the impact of the subsidy program.

- Provision of expert advice on the applicable financing schemes for
the lighting product manufacturers that would like to avail of
financia support for their IL conversion and/or ESL production
expansion projects; including financing schemes for residential
consumers who are interested in the application of ESL lighting
systems

- Provision of technical knowledge about successful financing

1 pax @ 20 schemes for the abovementioned target clients in other countries that
weeks can be applied in China, and recommend options that can be
considered in the country

- Design of appropriate financing scheme based on feasibly applicable
practices and approaches

- Piloting of the financing scheme with selected banking and financing
ingtitutions

- Provision of training on the application of the recommended
financing scheme

Financing Scheme

Expert 950

- Provision of expert advice, based on afinancia policy study that will
be carried out under the project, on the formulation of applicable
policies that support the widespread IL conversion and/or ESL
production expansion projects in the country. Said policies will also
support whatever appropriate financing schemes will be developed
for residentia consumers who are interested in the application of
ESL lighting systems

- Provision of knowledge about successful policy frameworks and
regimes that support financia assistance to the widespread
production, marketing and applications of ESLs that can be applied
in China, and recommend options that can be applied in the country

- Develop financia policy recommendations, including the associated
policy support activities and implementing rules and regulations

- Provision of expert advice on the promotion of the proposed financial
policies to the relevant government decision makers.

Financial Policy 950 1 pax @ 10
Expert weeks

- Assistancein the development of media promotion plan.

- Review and provision of advice on media plan implementation
throughout the project, working directly with key media

2pax @5 representatives and a so with media contractor and PMO

950 weekseach | - Assstanceto the PMO in developing press material, including press
releases, newspaper columns etc. related to promotion of energy
efficient lighting products.

- Assistance in organizing press conferences.

- Close liaison with key media representatives.

National Public
Relationship Expert
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Position/Title Tasks to be Performed

Component 3

National
investigation
expert (Activity
31)

950

2 pax @
20 weeks
each

- Preparation of detailed investigation plan with the subcontractor who

wins in the bidding;

- Tracking of progress towards performance indicators on a quarterly

basis.

- Assistance to PMO in identifying appropriate subcontractor to lead

program investigation activities,

- Work with investigation contractor in developing a survey plan,

guestionnaires and analysi s approaches to conduct surveys and data
collection in aspects of manufacturers, commercial and industrial
users, and residential usersin order to monitor program progress,
receive feedback on the big users of incandescent lamp (IL) and
marketing potentia of efficiency lighting products.

- Assistance to subcontractors in developing detailed investigation

report.

- Assistance to subcontractors in providing findings on barriers to

phasing-out ILs and expending market of ESLs through the analysis
of the collected data and information

National Policy
Expert (Activity
321

950

3pax @
15 weeks
each

- Assistance to subcontractors on the policy development to phase out

incandescent lamps,

- Review of information on energy and industrial policy and fisca

approaches used in China and other countries;

- Participation in subcontractor meetings to discuss and advise on the

design of proposed policy outline, as well as provision of suggestions
during the implementation of activities,;

- Review and provision of recommendations on draft proposed

policies;

- Response to other questions about policy development process posed

by other officials and experts.

- Work with the PMO in keeping the activity on the right direction.

National policy
and Marketing
experts (Activity
322)

950

3pax @
15 weeks
each

- Assistance to subcontractor on the development of policies and

incentives for promoting ESLs in local market;

- Provision of technical advice on appropriate approaches to develop

policy, fisca policy and financing measures for increasing ESL in
domestic market;

- Review of current Chinese policiesthat are relevant to ESL

promotion and applications;

- Work with international experts in assembling a report summarizing th

findings from this international experience as well as relevant domesti
Chinese experience;

- Provision of expert advice and assistance to the subcontractor on the

development of draft policy for increasing domestic market share of
ESLs;

- Attendance in subcontract meetings to discuss draft proposed policy;
- Response to other questions about policy development process posed

by other officials and experts.
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Position/Title _ Tasks to be Performed

National Energy
Efficiency &
Planning Expert
(Activity 3.3.2)

950

2pax @12
weeks each

Assistance to the subcontractor on the compilation of information on
timetable and roadmap of phasing-out IL in foreign countries.

- Participation in subcontractor meetings to discuss and design the

roadmap suitable for China s situation.

- Review and provision of advice on abovementioned activities

throughout the project, working directly with the subcontractor and
the PMO.

- Assistance and provision of recommendations on the drafting of final

roadmap of phasing-out IL.

National Energy
Efficiency &
Planning (Activity
332

950

3pax @
15 weeks
each

- Assistance to the subcontractor on the compilation of information on

international experience and practice of phasing-out IL.

- Participation in contractor meetings to discuss and design analysis

scenarios and ESL promotion plan suitable for China s situation
under the different policies approaches, including energy saving
potential, cost-effective analysis, aternative technologies
availability, resource limitation etc.;

- Review and provision of expert advice on abovementioned activities

throughout the project, and working directly with the subcontractor
and the PMO.

- Assistance and provision of recommendations on the drafting of final

ESL s promotion master plan.

National
Monitoring Expert

950

2 pax @
20 weeks
each

- Preparation of a detailed monitoring plan
- Assistance to the PM O on the identification and selection of suitable

subcontractor to lead program monitoring activities,

- Work with PMO in the development of monitoring plan to track and

oversee progress towards performance indicators on a quarterly
basis.

- Assistance to PMO in the preparation of quarterly and annual report

on progress in the program activities.

- Assessment and reporting on the accomplishments under Component

3 of the project in relation to project milestones. Also conduct a
process evauation of al component to assess activities, how they are
proceeding, and what changes may be needed. The process
monitoring should be based on interviews with key project staff,
contractors, participants, non- participants and observers.

- At project completion, summarization of monitoring findings and

recommendations.

INTERNATIONAL CONSULTANTS

Component 1

- Conduct of athorough review of al available market demand
Experts for forecasts, both national and inter_nati onal, for demand for IL and
Forecasting ESLs_over a3, 5and 1Q year perlc_)d _ _ _
National and 2 pax @ - Sourcing of an appropriate modell_ ng tool Whlch will allow the input
International 3250 5 weeks of .theseforecasts to alow “whatrlf anaysis’. If no such models
Demand for exist, development of an appropriate tool.

Lighting Products

- Preparation of projections of likely demand scenarios over 3, 5 and

10 year periods. Scenarios are to include potential variations in actua
phase-out dates and associated markets impacts in various national




Position/Title Tasks to be Performed

and international markets. For each scenario, provide justifiable
estimates of likelihood of scenario occurring.

- Provision of training in the “what-if” forecasting tool to the PMO

and other potential users

Experts in the Raw

- Estimation of the volumes of raw materials and components required

to produce the number of lighting products projected. Based on these
estimates, highlight any particular issues that may be associated with
this volume of raw material and component demand

- Estimation of the likely demand for production technology both

E:/I(?rtnenals 2pax @5 national and internationally and estimate the ability of suppliersto
ponents and 3250 weeks each : : ) . .
Production of d_ehvger this equi prment (gnd the likely cost). Basgd on th_@e estimates,
Lightina Product highlight any particular issues that may be associated with
ghting Products 2 . : ) .
sourcing/installing this production equipment
- Estimation of the likely human resource requirements and the current
and projected human resource availability. Highlight any particular
issues that may be associated with human resource demand
- Performance of independent reviews of each business plan developed
Experts for _by manufacturgrs in concert with the subcor_1tract<_)r. Re'_\/iaNs to
Independent 2pax @ 10 include evaluation of written plans and detailed discussions with key
Review Business 3250 weeks each management staff within each company developing business
Plrs poposds. N
- Provision of assistance in the design and organization on the
international study tour
- Provision of specific detailed knowledge in production, marketing,
raw materials, environmental management, etc where this does not
Expert(s) for exist in Chinato support individual manufacturer business
Implementation of 2 pax @ 10 transformations. As specific details of the individua transformation
Business 3250 Wgeks each needs of manufacturers are not yet known, the areas of specific need
Transformation for international experts cannot be defined. However, these experts
(Trouble-shooting) will be used sparingly to fulfill specific “trouble-shooting” roles as
and when required. Individual ToRs will be prepared for each expert
as required
1 @10 | Provide information/knowledge and experience from Europe, the
pvai/x ks Americas and Asiaof similar current and proposed standards, test
Experts supporting (Lighting methodol ogies and enforcement strategies
the Revision of Standards) | Participation in ESL standards development and review mesetings
Chinese Lighting 3050 1px @10 |° Revlew_ of al d_rqfts of proposed standards including &kl ng
and Related weeks internationa critical review, and making recommendations for
Standards (Hazardous further de\/(_al opmqwts/revl_s ons o
Substances | - Assistancein the international dissemination of any new standards,
Standards) tedti ng or enforcement requirements to key stakeholdersin other
countries
Experts supporting lpax @10 | - Provision of expert advice on the improvement of existing testing
L aboratory weeks protocols, equipment calibration, management procedures and lab
Capacity (Hazardous certification protocols through observation of existing procedures
Development for 3250 Substance and on-site staff training
Testing Lighting Measurement) | . Technical assistance to the laboratories in developing capacity to test
Performance and hazardous substances
Hazardous lpa@ 15




Position/Title _ Tasks to be Performed

Substance Content weeks Development of specifications for new equipment requirements
(Lighting either to upgrade facilities for performance testing or develop new
Performance capacities for the development of hazardous product testing
Measurement) | . Provision of technical assistance in the development and
implementation of round-robin testing with other, similar laboratories
in China or internationally

- Assistance in the organization of the international study tour on ESL
standards and testing.

- Provision of technical assistance in the development of specific
detailed knowledge in linkages between production quality sampling;
in-house (or external) laboratory or other quality evaluation and

- testing of these samples; and feedback process to the production
meggt\f’eagﬁ)g&ng 15 person system to modify product in line with results. As specific details of
Product Quality 3050 W%k:::1 5—! n the |nd|V|duaI_ needs of_ manufacturers are not yet know, t_he expertise
Control and total cannot be defi ngd a thl_s_stage. However, _these experts will be used
Management sparingly to fulfill specific “trouble-shooting” roles as and when

required. Experts may also be caled upon to assist the PMO in the
implementation of this complex sub-component.

- Advisory services on the preparation of TORSs for experts that will be
required

- Technical advice on the reduction of the content of mercury in lamps
(to reduce manufacturers employee expose and issues with end of life

Experts supporting disposdl), primarily through assisting manufacturers switch to solid
Control of 2 pax @ 10 amalgam
Hazardous 3250 - Technica advice on the reduction of the quantities of lead required in
: weeks each )
Substancesin the production of lamp caps and glass
Production - Technica advice on the reduction of waste water production during
the production process

- Technical advice on the management and reduction of other RoHSs.

- Provision of information/knowledge and experience from Europe, the
Americas and Asiaof smilar current and proposed recycling and

Experts supporting recovery methodologies

Improvementsin 2pax @10 | - Advisory servicesin the definition of the study on collection and

End of Life Waste 3250 weeks each recycling (and safe disposal) options within a Chinese context

Management from - Provision of supervision to ongoing sub-contractor activities and

Lighting Products support to the development of proposals for adoption by
government/industry

- Assistance in the organization of international study tour

Component 2

International - Work with Chinese experts on the review of the China Green Lights
Expert on Green Program activities (both national and local) and in the identification
Lights Policies 2pax @ 8 of the key activities that should be sustained on along-term bas's;
(Local ESL 3250 weekseach | - Compilation of i_nf_o_rmati on on approaches used in other countries_to
Promotion sustain these activities and the success of these el_‘ft_)rts and yvo_rk with
Network) Chinese colleagues to assemble a report summarizing the findings

from thisinternational experience as well as relevant domestic

45 Specific number of individual experts unknown at this time — see duties




Position/Title Tasks to be Performed

Chinese experience;

- Provision of TA to Chinese colleagues on developing supporting

policies and measures for the large scale promotion of ESL.

- Assistance to Chinese colleagues to develop an action plan of

proposed activities to be undertaken in China on along-term basis
including realistic transition plans to get these efforts underway and
be sdlf-sustaining;

- Provision of TA to Chinese colleagues and officials as they

implement the ESL promotion plan.

- Provision of expert advice to subcontractors, national experts and

working groups on the ESL promotions.

- Work with Chinese colleagues to develop an action plan for

promoting the efficient lighting products in large and medium-sized
citiesincluding realistic transition plans to get these efforts underway
and be sdf-sustaining;

ug;;':ngx ot - Provision of information to Chinese colleagues on approaches used

g =pert 2pax @ 8 in other countries to sustain these activities and the success of these
(ESL Promotionin i

3250 weeks each efforts;
Largeand . . : .
: : - Provision of technical assistance to Chinese colleagues as they

Medium-sized . , .
Cities) implement the marketing plan;

- Provision of expert advice to subcontractors, national experts and
working groups on the ESL promotions.

- Provision of assistance in the monitoring and evaluation of the
impacts of the activities implemented.

- Provision of international ESL market information including the
ESL s market opportunities and barrier in small cities and rural aress,
the business benefits of suppliers and retailers as well as consumers

International purchasing behavior especialy for the low income family in rural

Marketing Expert areas, etc.

(Support expanded 2pax @8 | - Work with working group in the development of an action plan for

ESL marketing 3250 weeks each promoting the efficient lighting products in small cities and rura

channelsin small areas including redlistic transition plans to get these efforts underway

citiesand rura and be self -sustaining;

areas) - Provision of technical assistance to working group as they implement
the marketing plan;

- Assistance in the monitoring and evaluation of the impacts of the
activities implemented.

- Work with Chinese colleagues in the design and implementation of a
financia solution programs for low-income families in small cities
and rural aress;

International , o : Prowsuon_ of technlcal_ support and input to the financia solution
Financing Expert pax @ program implementatl on, .

. - 3250 weekseach | - Provision of expert advice to subcontractors, national experts and
in Small Citiesand . .

Rural Aress working groups on the ESL promoations.

- Work with Chinese colleagues in the development of an action plan

to be undertaken in the small cities and rural areas by addressing the
financia barriers on along-term basis including realistic transition
plans to get these efforts underway and be self-sustaining;




Position/Title | USHwk | Person-wk | Tasks to be Performed

Assistance in the monitoring and evaluation of the impacts of the
subsdy program.

- Work with the working group on the development of media

promation plan.

[ nternational - Review and provision of expert advice on media plan

Marketing expert implementation throughout the project, working directly with key
(Promotion and 1lpax @ media representatives and a so with media contractor and Project
awareness 3250 6 weeks Management Office.

campaign to - Provision of inputs to PMO for developing press materials, including
promote demand press releases, newspaper columns etc. related to promotion of

for ESLs) energy efficient lighting products.

- Assistance in the monitoring and evaluation of the impacts of
activities implemented.

- Conduct of a study and survey of the energy conservation financing
modelsin China, analyze the effective of new mechanizations such

I nternational as EMC, Energy conservation foundation, private investment, energy

Financing Expert conservations investment vouching etc;

(Devel opment of lpax @ - Work with Chinese colleagues in the preparation of

financing schemes 3250 5 weeks recommendations on the financial solutions for the wide promation

for ESL of efficient lighting in China including the approaches to get these

application efforts self -sustaining;

initiatives) - Provision of expert advice to subcontractors, national experts and
working groups on the development of suitable financing schemes
for ESL applications.

Component 3

- Provision of information/knowledge on policy formulation
experiences and best practices of setting up and implementing the
relevant policies and application practice in developed and
developing countries,

- Provision of expert advice on appropriate approaches to develop
policy, fiscal policy and financing measures for increasing ESL in
domestic market;

- Review of relevant current Chinese policies on financing
mechanisms and assistance with China s national experts and

International colleagues,

policy & 3050 lpax @20 | - Compilation of relevant international industrial and fiscal policies
Marketing expert weeks and measures compared with China s policies and measures, and
(activity 3.2.2) provide them to Chinese colleagues;

- Provision of expert advice and assistance to Chinese colleaguesin

the development of draft policy for increasing domestic market share
of ESLs,

- Attendance in meetings with Chinese relevant experts to discuss draft

proposed policies;

- Assistance to Chinese colleagues in the preparation of revised draft

policies;

- Response to other questions about policy development process posed

by Chinese colleagues and other Chinese officials and experts.
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ANNEX D: STATUSOF IMPLEMENTATION OF PROJECT PREPARATION ACTIVITIESAND THE USE OF FUNDS
A. EXPLAINIFTHE PPGOBJECTIVE HASBEEN ACHIEVED THROUGH THE PPG ACTIVITIES UNDERTAKEN.

Overal the PPG Exercise has achieved the PPG objective of designing, developing and documenting the
PILESLAMP project document.

The PPG Exercise, which was carried out by a project team assembled by the NDRC, has come up with the available
data and information that were utilized for the project design. The data gathering, processing and analyses have
somehow made possible the clear understanding of the current situation concerning the issues and concerns regarding
apotential phase-out of I1Ls (manufacturing and utilization) in the country, and in the widespread application of ESLSs,
as well as the prospects of athriving ESL market in the country. The discussions with the stakeholders and potential
project partners (e.g., IL manufacturers) have made possible the identification of relevant issues and gaps that need to
be addressed and considered in the development and implementation of the PILESLAMP project. However, more
intensive and comprehensive investigations of the nature and extent of these issues/concerns have to be carried out
during the actual project implementation. The logica framework analysis that was carried out by the team and the
stakeholders (e.g., CALI, NDRC) has enabled the confirmation of the previoudly defined (in the PIF) project goa and
objective, as well as establish the expected outcomes, and the outputs that will help realize the outcomes. For al of
these (i.e., goal, objective, and outcomes) the corresponding success indicators (including baseline and targets), means
of verification and critical assumptions (if any) were defined. Discussions with the local lighting industry association
enabled the project team to learn specific technical and market aspects that should be considered in order to redlize the
project objective of enhanced promotion and implementation of the utilization of energy saving lamps (ESLS) in
Chinathrough the transformation of the loca lighting products market and the phasing-out of incandescent lamp
production and sale. The preliminary assessments that were done on IL-to-ESL production conversion; improved and
less hazardous production of ESLs; and together with the meetings and discussions with potential |L-to-ESL
conversion project implementers enable the project team to identify specific IL conversion demonstrations, ESL
promotiona approaches, and financing schemes that can be piloted or shown under the project. The discussions with
the stakeholders and project partners also resulted in the agreed project coordination mechanisms and the project
implementation arrangements.

The outputs of these PPG activities were used in the detailed design of the PILESLAMP components and activities,
and the preparation of the PILESLAMP Project Document and the CEO Endorsement Request.

The major PPG exercise milestones are shown as the following table:

When & Where Key Activities | Outputs
Before July Market and policy research and consultation | Collection of data and information;
2009 on phasing-out inefficient lighting and the Draft reports.

promotion of ESL.
117 Jly Inception Meeting for the PPG Exercise PPG Exercise Inception Meeting Report.
GuoHong
Building
24", July Experts and stakeholders workshop Preliminary investigation report and
GuoHong results of stakeholders consultation
Building
25" -28". 2y | Design of the project activities (closed First Chinese draft of detailed activitiesin
Holiday Inn seminar) and project M& E scheme four parts. industry; promotion; policy

and M&E.




When &Where Key Activities Outputs
23°-30".Aug. | Defining the project' s Logica Framework Project logical framework document
Fragrant Hill (closed seminar) (English);
Hotel First English draft of the project activities
18"28" .Sep. | Detailed design of project components & Draft project document(English version)
CSsC activities
24" Sep. Draft project document preparation Revised draft project document (English
Holiday Inn workshop (discussionon LFA, estimation version).
of potential energy savings and CO2
emission reduction, project budgeting,
M&E, etc.)
8".0ct- Improvement of project document; Chinese versgon project document
9" Nov Preparation and submissionto NDRC submitted to NDRC for approval;
gpprova procedure; Completed LOC and EQIs;
Submission of NDRC approved project English project document with LOC and
document to UNDP Beijing office. EOIs officially submitted to UNDP
Beljing office by NDRC
21%-22" Nov | Communication with UNDP on UNDP's Completed project document that UNDP
Holiday Inn review comments on the project document | will submit to GEF
submittedto UNDP Beijing office by
NDRC
Drafting of the CEO Endorsement request
27"-28" Nov | Findization of fina project document that | Resubmit the revised find project
UNDP will submit to GEF aswell asthe document and CEO Endorsement Request
CEO Endorsement Request to UNDP by NDRC officially for UNDP
submission to GEF.

. PROVIDE DETAILED FUNDING AMOUNT OF THE PPG ACTIVITIESAND THEIR IMPLEM ENTATION STATUS.

Project Preparation

Activities Approved

. Market research and
collection of data and
information related to
phasing-out of ILs and
promoting ESLs

Implementation
Status

Finished

Amount
Approved

60,000

GEF Amount ($)

Amount

Spent To-

date

59,300

Amount
Committed

59,300

Uncommitted
Amount*

Co-
financing

%)

55,000

. Policy research and
consultation on phasing-
out inefficient lighting
and ESL promotion

Finished

40,000

22,400

22,400

40,000

. Conduct of Logical
Framework Analysis
(LFA) workshop (define
project goal, objective,
outcomes, outputs and
activities, including
success indicators, as
well as delineation of
responsibilities among
the stakeholders)

Finished

45,000

47,250

47,250

20,000




Project Preparation

Activities Approved

4. Detailed Design of
Project Components &
Activities (includes
conduct of studiesfor
usein the design of
specific project
activities; basic design of
demonstration projects,
estimation of potential
energy savings and CO2
emission reduction,
project budgeting, etc.)

Implementation
Status

Finished

Amount
Approved

75,000

GEF Amount ($)

Amount
Spent To-
date

96,050

Amount
Committed

96,050

Uncommitted
Amount*

Co-
financing

%)

60,000

5. Coordination
M echanisms and
Implementation
Arrangements— include
discussions with project
proponents and the key
players regarding project
implementation, and with
project partners (e.g.,
demonstration hosts and
co-financers)

Finished

30,000

25,000

25,000

10,000

6. Preparation of Project
Document and CEO
Endorsement Request

Finished

0

15,000

PPG Management Cost

0

0

0

0

0

TOTAL

250,000

250,000

250,000

0

200,000

*Uncommitted amount should be returned to the GEF Trust Fund. Please indicate expected date of refund transaction to Trustee.

B. describe if any findings that might affect the project design or any concerns on proj ect

implementation. N.A.
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Brief Description:

The objective of the PILESLAMP project is the enhanced promotion and resulting higher
utilization of energy saving lamps (ESLs) in China through the transformation of the local
lighting products market and the phasing-out of incandescent lamp production and sale. It is
expected to contribute to the reduction of GHG emissions through the transformation of the
Chinese lighting market towards more energy-efficient lighting products, technologies, and
practices. The project is comprised of activities aimed at promoting the widespread adoption
of energy efficient lighting products (ESLs), improving the Chinese ESL market, and working
towards the phasing-out of ILs. Moreover, the project is aso in line with the GEF s global
lighting program that aims to transform the global market toward efficient lighting

technol ogies and through accelerated phase-out of inefficient lighting, thereby reducing
global GHG emissions.
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SECTION I|: Elaboration of the Narrative

PART I|: Situation Analysis

Context and Global Sgnificance

1. The energy demand in Chinais continues to rise in line with economic development. With the

influx of foreign manufacturing capital and investments, the country’s energy demand has
commensurately increased. At present, China became the global manufacturing base for many
consumer goods including lighting products. The current economic downturn following the
financial crisis will not change this overall growth trajectory (see Figure 5 below).

Worldwide, grid-based lighting consumes 19% of total global electricity production, and is
associated with 1.9 billion tons of CO2 emissions a year, around 7% of global emissions.
Most of the global lighting services are still provided by inefficient incandescent lamps.
Globally more than 70% of the lamp sales are incandescent, while compact fluorescent lamps
(CFLs) account for around 6%1. In China, lighting accounts for about 12% of the country’s
electricity consumption. It is somewhat less compared to the global figures since the
country’s economy is largely production based

Incandescent lamps typically consume four times more energy to provide the same lighting
services as efficient alternatives, such as CFLs, while the latter last up to 10 times longer.
Although switching from incandescent to energy efficient lighting alternatives represents one
of the most cost-effective ways to save electricity and reduce global greenhouse gas
emissions (Fig. 1), the progress of phasing out incandescent lighting has been relatively slow,
and concerted efforts are required at a global level to accelerate the pace of market
transformation for high-performance, energy efficient lighting.

Figure1l: Cost effectiveness of various CO, saving technologies?

MID-RANGE
Cost Comnmica Residenial CASE — 200340
Feal 2006 dalars per ion GO Aforamtsfion oganpe - bulilings -  ——————
y of copland | puac H
F - _ wpipnEl ST M
0 :Jml Mul_uﬂli:- - iy il efMicisncy
ndustral 75 rebullos with EOR
% Rpsdjenial
Fusl stonomy process Codl mining = e~ AT e Dintiuied Solw TFF
packages — Light mpye- Wadhana o 0T pran Gt 7 ==
] Mk s gl EShet e
- ¥ ra bl
Fiklerid
slscronce Fasidaria] Somrm e - i T
| Gkl — | rew-
. i ]
30 Residenilsl hisabark it
...........
Lighling ".l
: . Rtk e | AL .
0oz 4 oa o 1 (£ 1.8 4 |.'L' 2.2 24 20 28 10 12
| Potantial
Cireh i | Gigoionsfyoar
A o paneirsbion Ormhora wind irdusiry —
wha STy High penalia ko \:.'i TH
¥ s on
miinad
St ; G-
ey GITEss POWET— | e ratye
# Hooet Colring pucesses
|
:'5':}'.?3- Enst Kaniutsuing = i Carhybnd
r::' W war FFCe mar i powear PGk - CCE e,
LI | (T N A Basplanin| cornesnn | i Dudits willy O
gy — iy e R R
v P thed Improsaments | r:;.,::__:n s Copl-o-gas
iy rpf it fnts Sk | sl - disparch ol
o [ shedrones Tapm i BAnier Esdsling plas
Comme il | o o
Bkl AgE — | b ol pessar plans —
i e H
i CFL ahling Refgmsialion COS retulids
ey Conmercial
huidings — o il
LED liphi baictings — GeaEiainn o
i r\}llﬁl:l-ﬁl Ml gin ﬂ,‘.’mﬂ,.‘ ! T ey
] kil i x pants - COS
Fuscnomy  imerovemens S o
o menagemed

! International Energy Agency, 2006
2 McKinsey/IEA

Page 5 of 78



4. If dl incandescent lamps worldwide were to be replaced by energy-saving CFL, more than
700 TWh of electricity would be saved per year, representing an associated reduction of 400
Mtons CO2. At a minimum, the respective figures for developing countries are in the order of
300 TWh and 170 Mtons CO2 per year. Without pal pable change in lighting quality, a market
shift from inefficient incandescent lamps to energy-efficient alternatives such as CFLs would
cut world lighting electricity demand by 18%>.

5. Over the past year, several OECD and devel oping countries have announced their intention to
phase out incandescent lighting and have engaged preliminary legal and technical work
toward this objective (see Fig. 2). Representatives of the leading lighting manufacturers in the
world already announced their support for such an ambitious market transformation, some of
them calling for a coordinated effort among countries. In addition, many developing countries
undertake efforts promoting the adoption of CFLs and consider formulating strategies
promoting ESL and eventually phasing out incandescent lamps.

Lighting Industry in China (Market and Lighting Product Energy Performance)

6. In this overal and world-wide context China's role became very important: Not only is
China already the third largest economy of the world, her power consumption for lighting
appears to be decisive for the success of any globa phase out regimen. Moreover, China is
today the leading manufacturing country of lighting products in the world. For example, the
production of CFLs, both for the domestic and export market increased considerably in recent
years. The annual production of CFLs in China rose from around 100 Million in 1996 to
around 3 billion in 2007, a 30-fold increase. The production today accounts for more than
80% of the total world production. About 70% or more than 2 billion pieces of these CFLs
are exported. On the other side, China is stll the leading manufacturing country of
incandescent lamps (ILs). In 2006, the IL production in the country was about 4.3 billion
pieces, representing about one third of the world's production (compare Tab. 1 and Fig. 3).

7. The export quota of incandescent general lighting service Lamps (GLS) is about 50%, which
indicates annual national sales of about 2 billion GLS and an overall stock of approximately
more than 3 billion incandescent lamps used in China, as otherwise there would be a 100%
stock turnover based on the estimate of installed incandescent GLS as reported during the
previous UNDP-GEF China Green Lights program (see Fig. 4 below).

Table 1: China Lighting Industry Output®

| Year Gross L amp-Industry Output % Change Export value CFLs % Change
2005 | 25/ 3.1 (RMB Billion/ Billion US$) 0.9 (Bill. US$)
2006 | 33/4.2 32 136 62
2007 | 48/6.3 45 176 40

8. China will further invest in the lighting industry and particularly in new technologies like
ESL and LED lighting. In its quest to build a high technology and value adding production
the Government of China (GOC) supports R&D efforts to develop a competitive LED

3 International Energy Agency, 2006
4 Data from: http://www.researchandmarkets.com/reportinfo.asp?report_id=613719 and
http://www.chinasourcingreports.com/csr/Hardware-&-DI1'Y /Compact- Fluorescent-Lamps/p/ CSRCFL/Main.htm
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manufacturing base with about 44 Million US$ under the current 5-year plan It is predicted
that by 2010, the production and sales of electric light source products will be around 13
billion, with the average annual growth maintaining at slightly below 5%. Meanwhile, under
a business as usua scenario, of this 13 billion electric light source products, one in three

would still be incandescent GL S, while the remaining two thirds will be fluorescent and other
efficient lighting products.

Figure 2: Incandescent Lights Phase-Out, ESL Market Transformation and Demand
Side Management ProgramsAround the World®
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® Status as of August, 2008 based on various online information sources
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Figure 4: Production of GLS and ESL in China
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China will further invest in the lighting industry and particularly in new technologies like
ESL and LED lighting. In its quest to build a high technology and value adding production
the Government of China (GOC) supports R&D efforts to develop a competitive LED
manufacturing base with about 44 Million US$ under the current 5year plan It is predicted
that by 2010, the production and sales of electric light source products will be around 13
billion, with the average annual growth maintaining at slightly below 5%. Meanwhile, under
a business as usual scenario, of this 13 bhillion electric light source products, one in three
would still be incandescent GL S, while the remaining two thirds will be fluorescent and other
efficient lighting products.

Under this business as usual scenario, retional and international IL phase-out programs and
legislation will contribute to a further rise in ESL output, as China is the dominant ESL
producer in the world. Howewer, only about 30% of the produced ESLs are currently sold in
the domestic market (< 1 billion CFLs, compared to about 50%, or > 2 billion GLS). While
the CFL market share is predicted to rise, especially in the industrialized eastern coastal and
central egions, the market share of incandescent GLS in rural areas in the absence of
substantial promotion efforts will remain high.

Reasons for this imbalance are manifold. Firstly, the already booming and still growing
demand of developed countries — based on various IL phase-out scenarios - provides a
substantial business opportunity for Chinese manufactures. Secondly, the competition in the
domestic market is very intense, which renders slightly more expensive good quality lamps
with a competitive disadvantage compared to cheap low quality ESL. Low quality ESL
undermines consumer confidence in this product, which ultimately results in a setback for the
overall ESL market. Finally, the Chinese government provides an export taxation subsidy of
about 11% for ESLs, which of course encourages export.
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Figure 5: Current (2000 —'07) and Predicted Energy Consumption in China®
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12. Under this business as usual scenario, rational and international IL phase-out programs and

13.

14.

legislation will contribute to a further rise in ESL output, as China is the dominant ESL
producer in the world. However, only about 30% of the produced ESLs are currently sold in
the domestic market (< 1 billion CFLs, compared to about 50%, or > 2 billion GLS). While
the CFL market share is predicted to rise, especialy in the industrialized eastern coastal and
central regions, the market share of incandescent GLS in rural areas in the absence of
substantial promotion efforts will remain high.

Reasons for this imbalance are manifold. Firstly, the already booming and still growing
demand of developed countries — based on various IL phase-out scenarios - provides a
substantial business opportunity for Chinese manufactures. Secondly, the competition in the
domestic market is very intense, which renders slightly more expensive good quality lamps
with a competitive disadvantage compared to cheap low quality ESL. Low quality ESL
undermines consumer confidence in this product, which ultimately results in a setback for the
overall ESL market. Finally, the Chinese government provides an export taxation subsidy of
about 11% for ESLs, which of course encourages export.

However, this predicted production increase related to IL phase-out and ESL promotion will
pose specific problems. For instance, more rare earth elements and phosphorus resources will
be needed, while mercury emissions from ESL production and disposal will rise. Phosphate
mining itself has severe environmental impacts.

6 Data from: China Statistical Y earbooks 2003 — 2007 and Xinhua News Agency 2008
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15. Repercussions of national and international phase-out of IL will also influence Chinese
economy and society. The current output of ILs in Chinais about 4.3 billion lamps, 50% of
which are exported. During the course of international phase-out, some Chinese IL

manufactures may convert successfully to ESL manufacturing;

however other IL

manufactures may face insolvercy which may lead to numerous lay-offs. The sheer size of
this industry segment therefore requires a managed approach to enable a successful and
socially balanced transition.

16. Table 2 below summarizes the issues/concerns identified during the project development
stage, and indicates the activities that will individually and/or collectively addressed.

Table 2: Summary of Issues & Concerns Regarding the Development and Application of EE
Lighting Product Manufacturing and Technology in China

I ssue/Concern ActivitiesAddressing Barrier
Policy/Regulatory
Lack of supporting Activity 3.1: Annual Investigation and analysis on ESL market

policies and practical
experiences in the palicy
support implementation for
encouraging the business
transformation of locd IL
manufacturers

improvement
Activity 3.2.1 Encourage IL manufactures’ business conversion and
increase domestic ESL share of market

Lack of comprehensive
national and local policies
and laws encouraging
energy efficiency in
lighting systems, including
the regulatory enforcement
mechanisms and reporting
and monitoring systems

Activity 3.2.2: Developing policy proposa on increasing domestic market
shareof ESLs

Activity 3.3.1: Develop roadmap of IL phase-out and

Activity 3.3.2: Plan for sustained ESLs promotion

Absence of
policiesregulations on
ESL product wastes

Activity 1.3.1: Improvement of the capability to control hazardous
substances during the CFLi production process and recycling/ disposal of
production waste containing hazardous substances

Activity 1.3.2: Improvement of the recovery, recycling and disposal of
production waste and used efficient lighting products

I nstitutional

No ingtitutional structures
established at local levels
to sustainably promote
ESL

Activity 2.2.1: Feasihility Study of the establishment of Green Lighting
Information Centers (GLICs) in China

Activity 2.2.2: Monitoring and evaluation of at least 10 ‘GLICS in
different provinces and cities.

Activity 2.2.3: Establishment of a*“Green Lights Partnership” Program

Technical

Lack of processing and
recycling of ESL wastes

Activity 1.3.1: Improvement of the capability to control hazardous
substances during the CFLi production process and recycling/ disposal
of production waste containing hazardous substances

Activity 1.3.2: Improvement of the recovery, recycling and disposal of
production waste and used efficient lighting products

Financial

Relatively higher cost of
ESL products compared to
ILs, making them not

Activity 2.3.3: Facilitate financial assistance programs for low-income
familiesin smdl cities and rural towns
Activity 2.5: Facilitation of more affordable and accessible financing
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| ssue/Concern

affordable to peoplein
rural areas

ActivitiesAddressing Barrier
options for ESL applications
Activity 2.5.4: Development of financial instruments and financial
evaluation tools
Activity 2.5.5: Identify and cooperate with other EE related financial
assistance programs

Lack of attractive and
sustainable financing
schemes to support the
purchase and use of ESLs.

Outcome 2.5: Removal or reduction of financia barriers to ESL application
Activity 2.5.1: Discussions on ESL project financing through programs
such as DSM, CDM, eic.

Activity 2.5.2: Production of information material for ESL project
financing

Activity 2.5.3: Organization and conduct of workshops for commercia
financing institutions and developers of ESL based EE projects on project
financing

Lack of incentivesto
encourage locd lighting
manufacturersto increase
their domestic sdle of ESL

Activity 3.2.1: Develop policy proposa on increasing domestic market
share of ESLs

Infor mation and Awar eness

Lack of lightingrelated
knowledge (e.g.,, lighting
technology options) and
skillsamong policy
makers, lighting system
designers, lighting
products manufacturers
and operators/maintainers
of lighting systemsin both
public, commercial,
residential and industria
facilities

Activity 1.1: Conversion of IL Manufacturing to ESL Production

Activity 1.1.4: Training on business conversion strategy and technical
issues related to IL manufacturing conversion

Activity 2.4: Promotion and awareness campaign to promote demand for
ESLs

Activity 2.4.1.: Organization and Conduct of international conferences and
workshops on ESL promotion

Activity 2.4.2.: Design and implementation of ESL promotion campaigns
Activity 2.4.3: Design and carry out promotion activitiesin line with
Annual National Energy Efficiency Week and other key events.

Low leve of public
awareness (particularly in
rural areas) on the benefits
of ESL products

Activity 2.3: Supporting expanded ESL marketing channels in small cities
and rural aress

Activity 2.3.1: Egtablishment of ESL marketing channels in small cities
and rura towns

Activity 2.3.2: Training of retail personnel on the benefits of ESLs
Activity 2.3.4: Design and implementation of promotion events synergized
with other central government agencies

Activity 2.3.5: Information exchange workshops on ESL promotion in
small cities and rural towns

Activity 2.4.2.: Design and implementation of ESL promotion campaigns
Activity 2.4.3: Design and carry out promotion activitiesin line with
Annual Nationa Energy Efficiency Week and other key events.

Market

Poor availability of low
cost, high quality, energy
efficient lighting products,
eg., ESLs,

Activity 2.3: Supporting expanded ESL marketing channels in small cities
and rural aress

Activity 2.3.1: Establishment of ESL marketing channelsin small cities
and rura towns

Activity 2.3.2: Training of retail personnd on the benefits of ESLs
Activity 2.3.3: Design and implement pilot appropriate financial assistance
programs for low-income familiesin small cities and rural towns

Activity 2.3.6: Policy recommendations on ESL promotion in small cities
and rural aress
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| ssue/Concern

Lack of local production of
affordable and high quality
ESL products;

ActivitiesAddressing Barrier
Activity 1.1: Promotion of the conversion of IL Manufacturing to ESL
Production

Wesak and inadequate
promotion of ESL
products

Activity 2.2.1: Feasbility Study of the establishment of Green Lighting
Information Centers (GLICs) in China

Activity 2.2.2: Monitoring and evaluation of at least 10 ‘GLICS in
different provinces and cities.

Activity 2.2.3: Establishment of a“Green Lights Partnership” Program

Practically non-existent or
ineffective, marketing

network for ESL products,
particularly in rura areas

Activity 2.1.1: Selection of 10-15 provinces to establish an improved ESL
promotion network

Activity 2.1.3: Development and implementation of detailed schemes for
comprehensive, large scale ESL promotion programs of ESL

Activity 2.1.4: Compilation of case studies on best practice in the
promotion of 4-5 advanced high efficient lighting products

Activity 2.1.5: Support the experience exchange on the promotion of
energy-saving lamps country-wide

17. The identified issues/concerns were discussed, verified and confirmed in a Logica

Framework Analysis (LFA) exercise that was conducted by the project development team.
The project framework design was developed during that exercise. The project activities to
address these issues/concerns were also reviewed and confirmed. The agreed project planning
matrix (PPM) is shown in Section |1, Part 1I.

Institutional, Sectoral and Policy Context

18. During the past years, the Chinese central government issued policies and programs to

promote ESLs. Among the programs were the Green Lighting Projects | & Il projects and the
development of EE standards for lighting products. In 2007, MOF and NDRC issued “...
Management Procedures for the Subsidy Fund to Promote Energy-Saving Lamps”. This
subsidy scheme provides bulk purchasers, urban and rural residents with a 30% and 50%
subsidy, respectively, to purchase energy-saving lamps. In some aeas, the subsidy scheme is
complemented by provincial, urban and district administrations, enabling the distribution of 1
RMB (0.15 US$) CFLs. In 2008, this scheme supports the purchase of 50 nillion energy-
saving lamps. The planned numbers of CFLs to be distributed at subsidized prices in some
Chinese provinces and cities are listed in Table 3. However, with an installed base of about 3
billion incandescent sockets, such programs can only have alocal effect.

Table 3: Examplesof ESL Promotion via the GOC Subsidy Scheme in 2008

Province Volume of ESL sin the Subsidy Scheme
Shan' xi 3,000,000
Beijing 2,000,000
Guangdong 3,000,000
Y unnan 3,000,000
Shandong 3,000,000
Henan 2,000,000
Shanghai 1,000,000

19. In areas where local governments comprise of capable EE agencies promoting ESLS,

significant achievements have been made. For example, in Beijing, the 4 Districts of
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20.

Dongcheng, Xicheng, Chongwen, Xuanwu launched the “One RMB Energy-Saving Lamps’
promotion plan. Residents only pay 10% of the price of such lamps, with 50% subsidies from
the central government subsidy, 30% additional municipal subsidy and 10% contribution
from the district. The total subsidies amount to about 50 million RMB. Based on the volume
of 5million ESLs involved in the subsidy scheme, the installed ESLs will collectively save
(original 200 million KWh/year: 200.000.000.000 Wh) = 200 GWh = 200.000 MWh) a year,
equally saving 76,000 tce and reducing the emission of 219,000 tons CO,. The summer
electricity peak load in Beijing is estimated to reach 14.6 million kW, with about 12% of this
accounted for in lighting. Therefore, ESL promotion appears as an effective means to ease the
power shortages. Similarly, Guangdong Province has arranged for the free distribution of
more than 4,600 additional ESLs, on the 16th launch of their "Energy Conservation Week", to
2,000 single-parent families and 2,600 rural families.

However, many other loca governments, in particular in rura areas, face a substantial
capacity barrier to effectively promote ESLs. They do not have specially trained staff within
the local EE agencies to promote ESLs. Awareness on green lighting should be improved at
local government levels, which will improve local ESL promotion policy implementation. As
a matter of fact, there are numerous barriers to explore other potential ESL promotion
opportunities. For example, there are no special staff members in many local EE agencies to
promote ESLs. There exists no also special ESL promotion scheme in some provinces.
Awareness on green lighting should be improved in order to influence the ESL promotion
policy implementation. Moreover, there are much more barriers to explore and address in
other potential ESL markets.

Sakeholders and Related Activities on Energy Efficient Lighting in China

21

The proposed project is designed to build on previous, ongoing and planned activities in the
country in the area of energy efficiency, in genera, and energy efficient lighting, in
particular, as well as on the outputs and lessons learned from the implementation of previous
and ongoing EE activities in the country:

This project directly builds on the earlier UNDP/GEF supported Green Lights Project which
was completed in 2005. That project, officialy known as “Barrier Remova for Efficient
Lighting Products and Systems in China’, aimed to improve the quality of Chinese efficient
lighting products and stimulate the demand for those products both nationally and
internationally. The final project evaluation, completed in December 2005, found that the
project delivered the following results:

Electricity savings estimated at 15.78 billion cumulative kWh through the end of 2004
(equivalent to US$ 986 million savings in electricity costs to the consumer);

Reduction of 4.9% in lighting electricity use for 2003;

Cumulative reduction of 6.8 million tons of COz as carbon (C);

Increase in share of automated lighting production lines from 2001 to 2003;

Increase in the ratio of high-efficiency products to low-efficiency products.

Average lifetime of electronic ballasts doubled, from 8,000 to 15,000 hours;

Output and exports of high-efficiency lamps increased substantially (approx. 40%) from
2002 to 2003, but there was no baseline established for comparison;

Aggregated, overall awareness of high-efficiency lighting products increased; and,
Share of high-efficiency lighting products increased from 32.1% in 2002 to 34.7% in
2003
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23. A number of other GEF projects are currently underway in China that supports energy
efficiency improvements, including lighting. The China End-Use Energy Efficiency Project
(EUEEP) includes a variety of barrier removal and capacity building activities for efficient
end-use policy expansion. The World Bank, with GEF support, has had several energy
efficiency projects, primarily aimed toward reducing financial barriers to energy efficiency
investment. The projects have had a great impact toward establishing an energy performance
contracting industry in China, and the latest phase is supporting efficiency investments in
national key manufacturing facilities. The International Finance Corporation (IFC)/GEF
China Utility-Based Energy Efficiency (CHUEE) Project, also focuses on promoting energy
conservation investments, delivered through local energy distribution companies in China.

24. Table 4 below summarizes the previous, ongoing and planned EE lighting technology
application projects in the country.

Table 4: Summary of Previous, Ongoing and Planned EE Lighting Projectsin China

EE Lighting
Project Owner  Technology Icr:lg;stmggt
Applied ’

Expected Energy Savings |

Energy,ktoe Cost,USD

Date
Commissioned

or Completed

GOC (SETC): | CFLI, T5& 18,000,000 2,304.8 until | 60,000,000 Completed
‘ChinaGreen T8 1998 (Budget) during 2000
Lights
GOC Various ESL 1,012.22 26,950,000 Completed
(UNDP/GEF) during 2005
‘ChinaGreen
Lights I’
IFC: CFLi, T5 & 15 1,000,000 To be
‘Efficient T8, Electronic completed end
Lighting Balast 2008
Initiative
IFC: VariousESL | Not specified | No specific Operationa
‘China Utility- | including for lighting target for since 2006
Based Energy | Balast technologies | lighting
Efficiency (possible) 500,000,000 - | technologies
Finance 1,000,000,000
Program
GOC - CFLi, 7.8 million 120° 1,340,000° Start end 2008/
[UNDP/GEF] Electronic GEF funds Beginning
BRESL’ Ballast 2009
USAID CFLi No specific | 200,000 Completedin
target for 2009
China's
lighting
sector

" Thisrefersto the regional UNDP-GEF project - Barrier Removal to the Cost Effective Development and

Implementation of Energy Efficiency Standards and Labeling, participated in by Bangladesh, China, Indonesia,
Pakistan, Thailand and Vietnam.
8 Estimated for target appliances in Chinaonly
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AEA All Cost: 130,000 | No energy savingsintended, | Completed
Technologies | fluorescent but reduction of hazardous 2009
funded by lighting materiasin waste streams, in

DEFRA UK: particular Mercury

Feasibility

Study on ESL

recovery,

recycling and

disposal

Baseline Scenario

25. Lighting energy efficiency improvement is a key target area identified in China's 11" Five
Y ear Plan for Economic and Social Development (2006-2010). Many of the barrier removal
and market development activities initiated through the earlier China Green Lights Project
remain in place, and slow but steady increases in the market share of ESLs, particularly
driven by urban consumers, would continue under the current baseline scenario.

26. Market studies conducted during the Green Lights Project, and data collected by CALI show
improved sales of ESLs, but continued strong sales of lower efficiency ILs, throughout China,
and relatively low sales of ESLs in the lower income small cities and rural areas.

27. In the context of this project, the Baseline Scenario is a continuation of current policies and
market drivers, which will see an increase in the market share of ESLs in urban and coastal
areas and a restrained market growth in rural areas. While CFLs will reach a market share of
around 50% until 2012 in urban areas, the market share in rura areas will significantly lag
behind.

28. Some business conversion of IL manufacturers will happen based on a reduction of
international demand resulting from various international IL phase out activities and much
lesser from a reduced GLS/increased CFL demand in China. However, because of the low
profit margin for IL production, these manufacturers face severe constraints in finarcing
business conversion, i.e, investing in ESL (e.g., CFL) production lines and capacity building
for quality manufacturing. Based on China’s significance, both as major producer of ESLs
and incandescent GLS internationa market developments related to current phase-out
policies will be an important driver for the Chinese lighting manufacturers’ business plans.
The reduction of incandescent GLS production in Europe for example may increase the
demand from Chinese IL producers and eventually counter plans to reduce Chinese IL output.

29. Based on studies carried out during the project development stage, the baseline, or business-
as-usual (BAU), scenario ischaracterized by the following:

e Substantial urban/rural divide in ESL application, with urban market share of ESL
estimated at 5-6 times the respective rural market share of ESLs, which is about 5-10%.

* Nearly no marketing channels for ESL in rural areas and small cities

*  50% overal market share of ESL and 5% in rural areasby EOP

* Practical/effective phase-out of IL manufacturing, sales and use® based on market forces
by earliest 2022.

® Practical phase-out is defined here with only marginal stocks of IL remaining installed at places with low to
very low lighting demand and usage time of less than 1h/day.
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30. Without the PILESLAMP, the practical/effective phasing-out of IL in Chinawill be delayed
by 5 years at least. IL products will be continued to be produced in China and sold at very
low prices in countries which do not comprise of the technological, political and
organizational development to implement IL phase-out policies. Consequently cheap GLS
will continue to compete with more efficient lighting products political and organizational
development to implement phase-out policies.

PART I1: Strategy

Project Rationale and Policy Conformity

31. The proposed GEF-supported aternative to the baseline scenario is intended to reduce
greenhouse gas emissions in the Chinese commercial & residential sectors by significant shift
in lighting markets to phase-out production of higher energy use ILs, and move toward very
high penetrations in China of ESLs. This will be accomplished through three primary
activities: lighting industry capacity enhancement; ESL market development and product
promotion; and, ESL policy and institutional support.

32. The project duration shall be 3 years, as China will embark on its 12" 5-year plan currently
under development and the results of PILESLAMP shall possibly taken into account in
developing China's end-user related EE policies in this forthcoming planning period. The
approval of policies developed and proposed under this project has to be seen within this
wider context, in particular a planning framework still under development and discussion.
While this framework will definitively be conductive for further EE policy measures, there is
still need for substantial discussion to achieve a consent on specific policy measures targeting
EE lighting and their role within this forthcoming 12" 5-year plan

33. The proposed PILESLAMP aims to reduce the number of IL manufacturers and shift
production capacity to ESLs, stimulate sustainable demand for ESLs through a variety of
market development activities, and lock in the efficiency improvements through institutional
and policy levers that will phase out IL manufacturing.

34. The proposed project will achieve the objective set out in the GEF Strategic Program No. 1,
which is on Promoting Energy Efficiency in Residential and Commercia Buildings (SP-1).

Alternative Scenario

35. Under the alternative scenario, the PILESLAMP project will address the barriers identified
earlier through a series of activities that will reduce production of inefficient ILs, increase
production of ESLSs, stimulate market awareness and demand, and create policy mechanisms
to ensure the sustainability of the other activities.

36. The redization of the alternative scenario is manifested by and large by the following
outcomes:

* Reduction of the current production of IL by about 4% by EOP from the demonstration
projects alone™®;

10 These will be realized from the promotion of the conversion of IL manufacturers, with 2-3 demonstration
projects established until EOP. Further reduction will be realized from the implementation of the IL conversion
plans and projects of 8-10 companies.
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e About 70% of lighting product manufacturers meet key CFL performance specifications
for their products until EOP, thereby contributing to the improvement of the supply
capacity of high quality ESLs in the country;

* An established ESL promotion network, comprised of, among others, the Energy
Conservation Institutes from 10-15 Chinese provinces;,

* Compared to BAU established ESL marketing channels comprised of 510 supermarkets
insmall citiesand ESL retailersin 10-20 rural areas by EOP.

+ About 65% overall market share and 10% for rural areas for ESL by EOP™;

Project Goal, Objective, Outcomes and Outputs/Activities

37.

30.

The goa of this project isthe reduction in the annual growth rate of GHG emissions from the
Chinese C&R sectors. The project objective is the enhanced promotion and implementation
of the utilization of energy saving lamps (ESLs) in China through the transformation of the
local lighting products market and the phasing-out of incandescent lamp production and sale.
It is expected to contribute to the reduction of GHG emissions through the transformation of
the Chinese lighting market towards more energy-efficient lighting products, technologies
and practices.

. Tables 5 and 6 below summarizes the characteristics of the Baseline and Alternative

Scenarios and the net project impact in terms of electricity savings (GWh/year) and CO2
reductions (Mtons CO2 per year, and cumulative). The summaries of estimated energy
savings and CO2 emissions reductions from the widespread application of energy saving
lamps and EE lighting systems in the Chinese C&R sectors can be found in Annex D.

Estimating single numbers would suggest an accuracy of energy consumption and savings
prediction which cannot be achieved within a development context as dynamic as China.
Therefore average values are provided indicating the large uncertainties in energy
consumption projections — in particular far 8 to 13 years into the future. Rather a ‘best’ —
‘worst’ scenario comparison is provided below. Consequently the following analysis provides
a range of probable estimates based on the statistical variation of forecasts on one hand
(compare confidence intervals in Fig 5), and on the direct (by EOP) and indirect savings
calculation approaches based on the ‘Manual for Caculating GHG Benefits of GEF
Projects™® for 5 and 10 years after the project respectively. For ‘Project End’ the direct
emission reductions resulting from incandescent manufacturers business conversion plus the
rural financial assistance program have been calculated plus some indirect effects estimated,
which until EOP will primarily emerging from ESL awareness and promotion campaigns and
improved distribution networks. The basic assumption for the energy savings from IL
manufacturers conversion is that the ILs no longer produced will be replaced by ESLs in sales
and use. The figures are of course corrected for the IL export quota of 50%, i.e. only half of
the total possible efficiency gains from this intervention will accrue in China For the post
project period both, the ‘bottomrup’ and the ‘top-down’ approaches as described in the
manual have been calculated, yielding the lower, respectively higher estimates. The
replication factor for the ‘bottom up’ approach was estimated in line with the above cited
GEF guidelines as ‘3’, while the top down approach relies on the conservative estimated

Y Thisincrease of rural market share will result from PILESLAMP interventions in the targeted pilot regions
12 GEF Council: Manual for Calculating GHG Benefits of GEF Projects: Energy Efficiency and Renewable
Energy Projects, 2008
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potential to replace the current installed incandescent GLS stock in China of about 2 billion
lamps™2.

40. Specifically, the proposed project will reduce carbon emissions by an estimated 4.4 million
metric tons (Mtons) per year (cumulative total of 5** Mtons) by end of the project. Five years
after the project end, carbon emissions are projected to be around 17.3 — 22.9 Mtons lower
each year (cumulative total of about 80.3 — 90.0 Mons), a a reduction of about 23% in
annual emissions compared to the estimated total 2008 emissions in China. (See Annex D)

Table5: Estimated CO, Emission Reductionsfrom PILESLAMP until EOP

Emission Reduction Topic SSNEES

2008 estimated CO, emissions from electricity generation for 7872
the C&R sector in China (Mtons/a)

CO, emission reductions attributed to the widespread
application of ESLs and EE lighting systems in China (by end
of project, 2012) (Mtons/a)

CO; emission reductions attributed to PILESLAMP by end of
project as % of total CO2 emissions from electricity generation

for C&R in Chinain 2008
& Estimated with respective trend-function in figure 5 + 8% * average gid emission factor for China
b direct emission reductions cal culated according to GEF Manual, cf. Annex D

4.4

0.6

Table 6: Summary of Expected Results of Baseline and Alter native Scenarios

5Years

Indicator after EOP

 Project Start | Project End_(

10 Yea's W

2008 2012 after EOP

CB;{/asﬁlll ;S Electricity Consumption » 700,078 | 1172740" | 21965167 | 4.126,028'
?c';ﬁﬂ,ay“rﬁ'ﬂfgﬁﬂ CJS/ Consumption 1,168,729" | 2,180,636 | 4,113,694"
?éﬁ%?lﬁ?ﬁéb‘i? consumetion 2175684 | 4,092,693"
Electricity Savings (GWh redlized in 4011 15,8807 — 123307 =
%h y%r) ! 20, 83221 33’ 33521
. -

msalwg%f];? @;ﬂ?ﬁeﬂ" Bacine (% » 0.4 0.7-1% 0.3-0.8%
CO. Reductions (Mtonsiyear) 4.4 173-229| 135-36.6

13 Based on Survey Report for Annual Follow-up Evaluation of the Promotion Item of China Green Lighting

Project, ACMR, Beijing 2005

14 Assuming maximum 1 Mton direct savings after year 2
15 Estimated with trend function from figure 5 + 8%

18 4119
17 +16%
18 +210%

19 Direct energy savings according to the GEF -prescribed Manual for Calculating GHG Benefits of GEF
Projects as applied to IL business conversion and CFL subsidy activities
Direct savings from investment continued + indirect savings ‘ bottomup’ based on replication factor 3,

logarithmic interpolated

21 Direct savings continued + indirect savings ‘ top-down’ logarithmic interpol ated

22 pAverage of either ‘bottomrup’ or ‘top-down’ calculations
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—— Project Start Project End 5Years 10 Yeas
2008 2012 after EOP  after EOP
CO2 Emission Avoided (% of
i ( 0.4 0.7-1 0.30.8
Cumulative CO, Savings (Total 514 80.3" - 174.7%° —
Mtons) 90* 237.4%
% market share of ESLs (sales) 30 45 70 =100

41. The project is comprised of activities aimed at promoting the widespread adoption of energy
efficient lighting products (ESLs), improving the Chinese ESL market, and working towards
the phasing-out of ILs.

42. A number of outcomes resulting from full project activities are expected. These include:

Increased volume of investments in ESL manufacturing and conversion of IL production
linesto ESLs

Improved quality of locally manufactured ESL products

Reduced hazardous waste pollution from ESL production and disposal

Improved capacity of the energy service institutes and market partners to promote ESLs
country widely

Expanded marketing channels for ESL products in large/medium size cities and big towns
Significant improvement in the sales of ESL products and reduction in the sales of
incandescent lamps in the rural areas (small towns & villages)

Improved public awareness on the benefits and application of ESL products, especialy in
the rural areas

Successful business transformation of incandescent lamp manufacturers to ESL producers
Improved availability and accessibility of ESLs in the domestic market

Phasing out of the manufacture, sales and use of incandescent lamps and promotion of
ESLsin China.

43. The proposed project is comprised of three (3) maor components consisting of
complementary activities designed to remove barriers to achieve the project objectives.

Component 1: Lighting Industry Capacity Enhancement — This component involves
supporting the conversion of IL manufacturers to ESL lines, activities to improve the
supply of high quality ESLs, and reduction in the environmental waste in production and
disposal of ESLs.

Component 2: ESL Market Development and Product Promotion — This component
includes activities to improve awareness about ESL options and applications, especially
in lower income, rural areas.

Component 3: ESL Policy and Institutional Support — This component will support policy
and institutional activities that lock in the progress made through the other two
components, including policy proposals regarding IL manufacturers business conversion
and increasing market share of ESLs, along with a roadmap for IL phase-out and
expanded ESL promotion.

2 Total direct savings from subsidy + accrued 5/10 years savings from business conversion + accrued ‘ bottom
up’ savingsfor 5 years
23 Total direct savings from subsidy + accrued 5/10 years savings from business conversion + accrued ‘ top-
down’ savingsfor 5/10 years
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44, The following paragraphs describe the various major activities and sub-activities under each
project component.

Component 1: Lighting Industry Capacity Enhancement

45. The activities in this Component have been designed to assist manufacturers who currently
produce ILs to convert such production lines to more efficient alternatives, while
simultaneously providing necessary industry support functions to alow for much higher
production levels of ESLs, including improved ESL quality and efficiency standards, and
enhanced testing capacity and capabilities on both, quality and hazardous substances of
ESLs. This component includes activities to reduce the hazardous material impacts of ESL
production and disposal, especially reducing the content of mercury in ESLs, and working to
improve capabilities for recycling ESLs at the end of the product life.

46. The Chinese lighting industry actually is driven by an increasing demand for ESL resulting
from various international phase-out activities. At the same time the Chinese IL industry also
experiences an increase of demand for IL resulting from a stop of IL production in other
countries. Within this context the PILESLAMP activities reed to focus on (1) operational
improvements and (2) providing incentives for IL manufacturers to convert their production.
These externa market factors, in particular the rising demand for China made ILs from
countries and regions not phasing out ILs yet, will be addressed from the GEF Global Phase-
Out program.

Outcome 1.1: Conversion of IL Manufacturing to ESL Production

47. The activities that will be carried out to realize this outcome include: (a) conduct of more
thorough research to fully understand the risks to the Chinese lighting sector and overall
economy of the phase-out of ILs; (b) development of appropriate strategies for mitigating the
risks; (c) development of tools to support manufacturer business plans for conversion to ESL
production; (d) provision of technical assistance to selected IL manufacturers in developing
specific business plans for the IL manufacturing conversion; (e) implementation of IL
manufacturing conversion plans in selected manufacturers; (f) training and capacity building
for other IL manufacturers in Chinato share the experience in IL manufacturing conversion.

48. The following table summarizes the various activities that will be carried out, along with
their expected outputs.

| Activities | Outputs
Activity 1.1.1: Comprehensive - Detailed reports from national and international
research on mitigation/management experts on impacts of IL phase-out and ESL
of risks resulting from IL phase-out promotion
& ESL promotion to China's - Completed workshops on impacts of IL phase-out
economy and society” and ESL promotion, including the documentation of
workshop proceedings
Report from the local lighting industry to

% Thisinvolves the gathering of data that will be used in analyzing and forecasting the impact or influence to
thelocal lighting industry, raw materials supply, supply chain and market demand and economy and social
issues of the phase out of the manufacture and sales of ILs. The evaluation involves the conduct of arisk
analysis and will come up with suggestions to mitigate/reduce the risks. A workshop will be conducted to
discuss with the stakeholders the impacts of IL phaseout and ESL promotion to the lighting industry and to the
users of lighting productsin the country.
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| Activities | Outputs
government on impacts of the IL phase-out and ESL

promotion
Activity 1.1.2: Planning of IL - 8-10 detailed business conversion plans for diverse
manufa_ctur2e6rs’ business types of IL manufacturers to convert to ESL
conversion production

Completed international study tour on the IL
business conversion and an acceptable study tour

report submitted to the GOC
Activity 1.1.3: Implementation of IL |- Report on the technical assistance provided to the IL
manufacturers  conversion pilot manufactures hosting the IL business conservation
projects®’ demonstrations

Report on the results of IL to ESL production
conversion pilots in 2-3 IL manufacturers
Activity 1.1.4: Training on business |- Variety of training for remaining IL manufacturers

conversion strategy and technical 0 several 1-2 day sessions for IL management
issues related to IL manufacturing 0 multi-week training for IL technical staff
conversion® o on-sitetraining for IL plant workers

Reports on the completed training
Educational materials used for the trainings

49. GEF support is required for the technical assistance in risk mitigation and management
research, support for business conversion plans, the implementation of selected business
plans, and training and technical support to spread experience throughout Chinese lighting
industry.

Outcome 1.2: Improved Supply Capacity of High Quality ESLs

50. To achieve this outcome, the following activities, which are intended to support improved
and expanded supply capacity of ESLs, will be carried out. These include: (a) updating of the
quality and energy efficiency standards for ESLs to reflect improvements in technology and
consumer expectations; (b) capacity building for national testing laboratories to allow more
accurate testing of hazardous substances and other quality criteria; (c) assessment of
potential production facility improvements and modernization opportunities, both through
managerial training and further mechanization of production processes; and, (d) support for
major improvements to manufacturers' quality control capabilities.

51. The following table summarizes the various activities that will be carried out, along with
their expected outputs.

% Thisinvolves the development of 8 to 10 IL conversion plans based on the circumstances and situation of
selected IL manufactures. It will also include the provision of guidelinesin the design and implementation of the
IL conversion pilot projects (Activity 1.1.3). Aninternational study tour on successful IL business conversion
Eroj ects (from planning, financing to implementation) for selected IL manufacturers will also be conducted.

’ This entails the selection (based on an agreed criteriawith UNDP/GEF) of the host IL manufacturers that will
implement the IL business conversion demonstrations. Technical assistance will also be provided to the
demonstration hosts in the implementation of the IL business conversion pilots
2 Thisinvolves the organization and conduct of training courses for IL manufacturers on IL business
conversions. The technical and business planning needs of the IL manufacturers will be considered in the design
of the training program. Moreover, the development of the necessary training materials, as well as business
planning toolsis part of this activity.
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Activity Outputs

Activity 1.2.1: Improvement of - Proposals for revised national standards for CFLs
quality performance, and energy and Linear FLs, especialy to address environmental
performance standards for efficient hazards such as Hg, Pb and other contaminants
lighting products® - Updated energy efficiency standards to reflect

changes in industry and consumer expectations

- Approved and enforced updated EE standards
Activity 1.2.2: Capacity building for |- Report on the results and recommendations of the
national testing laboratories™ comparative analysisireview of existing lighting test
labs in China
Completed study tour on international testing lab
best practices, and acceptable study tour report
submitted to the GOC
Trained and qualified lab technicians capable of
performing more accurate testing of mercury and
other hazardous substances
More accurate quantitative test results of mercury
and other hazardous substances produced by test labs

Activity 1.2.3a: Quality - Detailed study report on technical improvement
improvement of key raw materials opportunities to improve the production and quality
and components for CFLi/CFL, and of key raw materials and components use in

FL production® CFLi/CFL and FL production

- Completed training (and training report) fa chemical
manufacturers/suppliers on improving the quality of
key raw materials and components used in the
production of quality CFLs
Documented completed technical assistance to
selected chemical manufacturers/suppliersin
improving the quality of raw materials and
components in the manufacture of CFLis/CFLs and

2 Thisinvolves the review of the current national CFL and ESL standards, with specific focus on addressing the
environmental hazards from the use and disposal of ESLs. The standards will be revised to incorporate provision
for the safe levels, and handling of hazardous components of ESLs. Technical assistance will be provided in
facilitating the enforcement of the revised ESL standards.

%0 Thisinvolves the conduct of acomparative analysis/review of existing lighting test labsin China, a study tour
oninternational testing lab best practices, and training of Iab technicians to make them capable of performing
more accurate testing of mercury and other hazardous substances

31 Thisinvolves the conduct of adetailed study on technical improvement opportunities to improve the
production and quality of key raw materials and components usein CFLi/CFL and FL production. Also part of
this activity isthe conduct of training for chemical manufacturers/suppliers on improving the quality of key raw
materials and components used in the production of quality CFLs. Technical assistance will also be provided to
selected chemical manufacturers/suppliersin improving the quality of raw materials and componentsin the
manufacture of CFLis/CFLs and FLs.
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Activity Outputs

FLs.
Activity 1.2.3.b: Improvement of - Detailed report on the feasible and applicable
CFLi production equipment32 improvements of CFLi production processes

Completed training (and training report) for local
lighting product manufacturers on the identification,
design and implementation of production
process/system equipment improvements
Documented completed TA to selected lighting
product manufacturers on the application of feasible
production praocess/system equipment improvements
Activity 1.2.3.c: Enhanced - Detailed report on the feasible options for enhanced
mechanization of CFLi production® | mechanization of CFLi production processes
Completed training for local lighting product
manufacturers and equipment suppliers on the
enhanced mechanization of ESL production
processes

Documented completed technical assistance to
selected lighting product manufacturers on the
application of enhanced mechanization of ESL
production processes

Activity 1.2.4: Improvement of ESL |- Completed training (and training report) on quality
manufacturers’ product quality control testing and improved production techniques
control and management capability® | to minimize quality defects

Documented TA to CFL manufacturers on quality
control testing and improved production techniques
Completed quality analysis workshops for
manufacturers based on findings/results of
government quality supervision activities, including
the documented workshop proceedings

Activity 1.2.5: Improvement of - 3-5 completed retional quality check testing

quality supervision mechanisms® inspections (including inspection reports) to verity
ESL quality and actual compliance with all required
national standards

Completed and approved revised national
supervision planfor implementation after
PILESLAMP

32 Thisinvolves the conduct of a detailed study on the feasible and applicable improvements of CFLi production
processes. Also included istraining for local lighting product manufacturers on the identification, design and
implementation of production process/system equipment improvements. Technical assistance will also be
provided to selected lighting product manufacturers on the application of feasible production process/system
equipment improvements
33 This activity consists of the conduct of a detailed study on the feasible options for enhanced mechanization of
CFLi production processes. A training course will also be conducted for local lighting product manufacturers
and equipment suppliers on the enhanced mechanization of ESL production processes. Technical assistance will
also be provided to selected lighting product manufacturers on the application of enhanced mechanization of
ESL production processes
34 This activity consists of the design and conduct of atraining course on quality control testing and improved
production techniques to minimize quality defects and quality analysis workshops for manufacturers based on
findings/results of government quality supervision activities. Technical assistance CFL manufacturers on quality
control testing and improved production techniques
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52. GEF support is required for the technical assistance in updating of the product standards,
national testing lab upgrades, training and technical support for production process
improvements, and manufacturer quality control and market supervision system
enhancements.

Outcome 1.3: Reduced Environmental/Hazardous Waste from ESL Production and
Product Disposal

53. While the utilization of ESLs save substantial energy and consequently result in GHG
emissions reductions, they require mercury, a hazardous substance, for their manufacture and
operation. Newer production techniques require less mercury than traditional methods,
though there is some added cost and the new techniques require new skills. Additionally,
there are opportunities for better processing of mercury and other wastes during the
production process, as well as aternatives to disposal in landfills at the end of the ESL
product life.

54. To redlize this outcome, a range of activities tabulated below (along with their expected
outputs), will be carried out in order to improve the capacity of local ESL manufacturers to
reduce the use of mercury for ESL production, as well as to enhance the recovery of mercury
during the ESL production processes. A range of alterrative ESL disposal and recycling
initiatives will be tested. These are aimed at achieving maor reductions in the amount of
mercury that ends up in waste disposal in China (and other countries where Chinese ESLs
are used), thereby preventing illnesses that can arise from mercury poisoning.

Activity | Outputs

Activity 1.3.1: Improvement of the Completed training (and training report) for
capability to control hazardous manufacturers about alternative production processes
substances during the CFLIi to minimize mercury content and waste

production process and recycling/ - Documentation of developed cleaner production
disposal of production waste guidelines for manufacturers, including

containing hazardous substances™® recycling/disposal guidance

Report on economic and technical feasibility of
environmentally friendly materials and components
4-6 lighting manufacturers employing cleaner
production processes, especially on the control of
mercury release

Documented completed pilot programshowcasing
the application of cleaner production processesin
lighting product manufacturing

Completed workshops and conference on the
findings and recommendations on application of
cleaner production processes in the lighting industry

35 This activity involves the conduct of 3 to 5 quality check testing inspections to verity ESL quality and actual
compliance with all required national standards. A revised national supervision plan will be prepared and
submitted to the relevant GOC agency for approval and for implementation after PILESLAMP.
38 Thisfocuses on mercury in solid form (not liquid), and on reducing the waste produced during the production
process.
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Activity 1.3.2: Improvement of the |- Report on feasible and applicable recovery, recycling

recovery, recycling and disposal of and disposal options for ESL manufacture in China

production waste and used efficient |. Documentation of the evaluation of CIP application

lighting products® pilot program implementation and results (Activity
1.3.1)

Activity | Outputs

Completed workshop on best experiences with CFL
disposal initiatives, including the documentation of
the workshop proceedings

Completed study tour on international best practices,
and acceptable study tour report submitted to the
GOC

Completed promotional campaign to improve public
awareness of importance of proper CFL disposal,
including evaluation report on the results of the
promotional campaign

55. GEF support is required for the technology assistance in the implementation of the

technology transfer and training to manufacturers regarding lower mercury production
methods, for related capacity building activities to reduce hazardous waste use and disposal
during the production processes, and for work to understand best practices for ESL
recycling and disposal.

Component 2: ESL Market Development and Product Promotion

56.

57.

Previous studies® showed that the key markets for ILs are rural areas and small cities, hence
this project will focus on ESL promotion is in rural areas and small cities. The biggest
barriers in rural areas are shortage of marketing channels and little awareness of ESL
benefits. Because nearly al ESL manufactures do not have experience in establishing
marketing channelsin rural areas and small cities, this project aims to collect lessons learned
and disseminate successful experiences and best practices resulting from the planned pilot
projects.

Regarding the awareness. sales personnel of retail stores can cost-effectively educate
customers on ESL benefits. Meanwhile, some Chinese government agencies (e.g. All-China
Women's Federation) have good networks and successful experiences in educating
consumers in rural areas and small cities. Therefore the project will improve consumers
awareness thr ough sale persons' participation and cooperation with other agencies.

. In large cities, up to 70% households already use ESL. However, still alarge percentage of

incandescent lamps is distributed free together with lighting fixtures. Considering the
different markets and related demand for incandescent lamps, the voluntary commitment

3" This activity involves the implementation of apilot project on the disposal of hazardous materialsin ESL
waste. The host demonstration companies will be selected from the lighting manufacturers which already
expressed interest in supporting PILESLAMP (see Table 9). As part of this activity, a study on the feasible and
applicable recovery, recycling and disposal options for ESL manufacture in Chinawill be carried out. A
workshop on best experiences with CFL disposal initiativesis also be included, as well as a study tour on
international best practices. A promotional campaign to improve public awareness of importance of proper CFL
disposal will also be carried out.

38 These are studies conducted under the previous China Green Lights Projects as well as results from surveys
conducted under the current national CFL subsidy program
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50.

program as planned within this project will support future mandatory policies on stopping
free distribution of ILs.

Similar to other issues in the energy efficiency sector, efforts related to public awareness on
EE benefits need to be persistent. Therefore, the project will implement a series of cost-
effective activities to improve public awareness

This component includes activities on improving awareness about ESL options and
applications, especialy in lower income, rural areas. Specifically, the activities include: (a)
testing a variety of potential promotion schemes to raise awareness of ESL options in small
and medium sized cities and rural areas; (b) establishment of a promotion network for ESLs
through existing local energy conservation centers in medium and large cities; (c) setting up
both a network and opportunity for competitive innovation in ESL promotion; (d) conduct of
a variety of initiatives to explore alternative financing activities through performance
contracting to minimize financial barriers, and, (e) publicity and education activities to
stimulate demand for ESLs.

Outcome 2.1: Srengthered local ESL Promotion networks

61.

62.

A large network of provincial and municipal energy conservation centers (ECCs) are in place
around China to provide a variety of services related to energy conservation and efficiency
improvements. These centers are involved with information dissemination as well as
supervision of some energy conservation regulations and activities in China.

To achieve the abovementioned outcome, the activities listed in the table below will be
carried out. It should be noted that there will be a competitive process to identify a group of
centers that can test different ESL promotion activities, and share best practices among these
activities through a coordinated network that regularly meets to discuss what works (and
what doesn’t). The network will also prepare a range of case studies of both technology
applications and best practices of promotion initiatives for other provincial centers to
consider implementing.

Activity Outputs

Activity 2.1.1: Selection of 10-15
provinces to establish an improved
ESL promotion network®

Established local/provincial ESL promotion network,
with at least 12 provincia centers including at least 5
centers based in lower income, less developed
provinces

Activity 2.1.2: Training on the
development of lighting energy
management programs, and
monitoring of lighting energy
consumption

Completed training (training report) for personnel of
provincial energy centers and ECCs on the
development of lighting energy management
programs and lighting energy consumption
monitoring

Activity 2.1.3: Development and
implementation of detailed schemes
for comprehensive, large scale ESL
promotion programs of ESL 40

5 completed detailed implementation schemes for
large scale ESL promotion programs

Report on the implementation of the ESL promotion
programs

39 This activity builds on existing ECC activities and supply chain networks, and specifically aiming towards an
expanded network in lower income provinces

0 Thisinvolves the conduct of 5detailed implementation schemes for large scale ESL promotion programs. This
includes development of supporting policies and measures
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Activity Outputs

Activity 2.1.4: Compilation of case |- Documentation of the case study compilation. This
studies on best practice in the include at least 10 case studies of successful energy
promoation of 4-5 advanced high conservation center promotion activities, specifically
efficient lighting products41 highlighting those activities that have the most
replicability potential
Activity 2.1.5: Support the - 2 completed workshops on the best practices in ESL
experience exchange on the promotion for replication throughout China,
promotion of energy-saving lamps including documentation of the workshop
country-wide proceedings

63. GEF support is required for the technical assistance in the development and support of ESL
promotion network.

Outcome 2.2: Improved marketing channelsfor ESLsin large and medium sized cities

64. While there has been increased market share of ESLs in large and medium Chinese cities
over the past several years, there is still a fairly high penetration of IL sales. Different cities
have varied opportunities for specific promotion activities: in wealthier cities like Beijing
and Shanghai, higher end lighting retailers in shopping centers may be able to offer specific
programs to promote ESLs among the products they sell, while in less developed large cities
there may be more opportunity to sell more fixtures specifically designed to only use ESLs.
In order to achieve the expected outcome, a variety of promotion activities, working closely
with existing marketing channels of manufacturers, wholesalers, and retailers who sell
lighting products to consumers (residential and non-residential) will be tested.

65. There will also be pilot initiatives to test voluntary commitment programs where large end
users would commit to long term change out of all economically feasible lighting moving
from IL to ESLs, somewhat modeled on US Energy Star and Green Lights Program
voluntary commitments from major non-residential end-users. Another type of voluntary
commitment program based on agreements by retailers to stop providing ILs along with light
fixtures sold in their shops will also be tested, with a plan toward understanding how these
commitments might fit in with policy measures being considered in Component 3.

Activity Outputs
Activity 2.2.1: Feasibility Study of |- Completed and satisfactorily acceptable feasibility
the establishment of Green Lighting study report
Information Centers (GL ICs) in - Detailed report and plan with estimated costs and

“1 This consists of documentation of the case study compilation. At least 10 case studies of successful energy
conservation center promotion activities, specifically highlighting those activities that have the most
replicability potential will be covered. The documentation will also cover best practices on market based
mechanisms, addressing technical details, possible application cases, cost-effectiveness and market
opportunities
42 GLICs are some kinds of pilot education center to improve public awareness on green lighting, intended for
the wide-scale promotion of ESLsin strategic areas where lighting product manufacturers are located. Basically,
GLICswill be established in lamp manufacturers and/or lamp retail ers that have their own ESL show rooms.
This activity includes the conduct of afeasibility study for the establishment and operation of GLICs, including
the formul ation of the operational plan with estimated costs. The study shall also come up with the expected
impacts from GLICs, including plans for sustainability of these GLICs beyond the GEF PILESLAMP funding.
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Activity Outputs
China’ expected impacts from GLICs, including plans for
sustainability of these GLICs beyond PILESLAMP
Agreed technical requirements, management and
operational arrangements for the operation of GLICs

Activity 2.2.2: Monitoring and - Official list of GLICs, and signed MOUSs between
evaluation of at least 10 ‘GLICs' in the PMO and the GLIC owners.
different provinces and cities.” - 10 operational GLICs of various set ups

Detailed annual reports of the energy savings
impacts of the GLIC activities

Activity 2.2.3: Establishment of a |- Report on the inventory of lighting technologies and
“Green Lights Partnership” lighting energy use in all facilities of the partner end
Program™ users, and their plans for implementing all identified

cost-effective lighting improvements
Consolidated annual reports of lighting energy
consumption (and energy savings) from the
participating companies.

Activity 2.24: Voluntary - Formal commitment by at least 5-10 lighting product
commitment program on the retailers, with estimated energy savings impacts, in
stoppage of the sale of lighting the form of MOUs

fixtures with 1Ls*

Activity 2.2.5: Evaluation of the - Evaluation report of different voluntary commitment
achievements of the voluntary schemes with selected retailers, with specific
commitment program?® recommendations for ongoing, sustainable operation

of the schemes beyond the PILESLAMP project

66. GEF support is required in the establishment of the GLICs, testing a variety of voluntary
commitment programs, and evaluation of the success of these programs toward longer term
policy recommendations.

Outcome 2.3: Support expanded ESL marketing channelsin small citiesand rural areas

67. Lower income rural areas and smaller cities have many very poor consumers who have not
had the means to purchase and test out ESLs as an alternative to ILs. ESLs, while having

Furthermore, agreed technical requirements, as well as management and operational arrangements for the
operation of GLICswill be established.

43 This activity involves the signing of MOUSs between the PMO and the owners of 10 operational GLICs of
various set ups, as well as detailed reporting of the energy savings impacts of the GLIC activities

4 Thisinvolves the participation of at least 100 large end-users of lighting products that will commit themselves
to long-term use of efficient lighting products. Lighting energy utilization will be regularly monitored by the
participating companies and reported to PILESLAMP PMO.

“> This involves the devel opment of voluntary agreements with selected lighting productsretailers (lighting
product stores, home shopping malls, large supermarkets) aimed at stopping the sales of |L-equipped lighting
fixtures. The participating retailers have to also come up with aplan detailing publicity efforts and management
measures. The lighting product retailers will be identified and selected based on a selection criteriathat will be
developed for this purpose.

46 Based on the monitored data from each retailer, the implementation of the program will be evaluated in terms
of the energy saving impacts and on the gradual reduction in the sale of ILsand | L-equipped lighting fixtures.
The evaluation report shall include findings and recommendati ons concerning the sustainability of the program
and proposel policy recommendations for the central government on gradual reduction of supply of
incandescent lamp and promotion of ESLs.
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lower life-cycle cost, have a higher purchase price that makes it very difficult for low income
consumers to move toward the higher efficiency lighting products.

68. To redlize the anticipated outcome, a number of initiatives will be carried out toward
improving the availability and awareness of ESLs in small cities and rural areas, and also
facilitate testing of different financial subsidy or assistance schemes allowing the poorest
consumers to afford more expensive ESLs. This will include some additional subsidies for
ESLs beyond the GOC subsidies from the PILESLAMP budget, testing out what level of
subsidy is required to have high penetrations of ESLs in the poorest regions of China. This
testing of varied subsidy levels will feed into the policy development framework of
Component 3, so that GOC policies for full phase-out will include any expansion of the
current ESL subsidy.

69. Additionally, targeted promotion activities will be developed in cooperation with
manufacturers and other market actors to maximize the awareness level of ESL economics
and environmental benefits.

‘ Activity | Outputs
Activity 2.3.1: Establishment of - Signed agreements between the PMO and selected
ESL marketing channelsin small supermarkets in 5-10 cities and towns
cities and rural towns*’ - Signed agreement between the PMO and the pilot

lighting product manufacturer

Documented reports on the ESL marketing channels
prepared and distributed to other manufacturers and
retailers for potential replication

Activity 2.3.2 Training of retail - Completed workshops for supermarket sales
personnel on the benefits of ESLs™ personnel, including documentation of workshop
proceedings

Reports on case studies on ESL promotion to be
disseminated to other manufacturers and retailers

around China
Activity 2.3.3 Facilitate financial - Report on the various options for providing financial
assistance programs for low-income |  assistance for low-income families in small cities and
familiesin small cities and rural rural towns. Recommended options for piloting will
towns™® be highlighted.

Documentation of the selected and approved pilot
financial assistance program

Evaluation report on the results and impacts of the
piloted financial assistance program

4" Thisinvolves the design and establishment in collaboration witha pilot lighting product manufacturer of
marketing channels enabling the promotion and sales of ESL products available in 5-10 pilot supermarketsin
small citiesand 10-20 pilot townsin rural areas. The selection of the pilot supermarkets will be carried out as
part of thisactivity and will be based on a set of selection criteriathat will be developed for that purpose. It will
also include assisting the selected pilot manufacturer to develop ESL promotion materials and slogans adapted
to the small cities and rural areas.

“8 Thisinvolves the conduct of workshops for supermarkets sales personnel in small cities and rural areason the
benefits of and promotion of ESL productsin conjunction with the pilot manufacturer

9 Thisinvolves the facilitation for various options for financial assistance to low-income familiesin small cities
and rural areasto enable them stopping using ILs and instead use ESL s. A ppropriate levels of government
subsidy will be established for uptake in different rural areas to make the ESL price the sameas that of ILs,
whereas PILESLAMP will contribute to reduced transaction cost and evaluate results.
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‘ Activity | Outputs

Report on numbers of ESLs sold as aresult of
subsidies and plans for ongoing administration of
local subsidies from GOC and provincial/local
government entities

Activity 2.3.4: Design and - Documentation of the designed promotion events
implementation of promotion events |- Reports on the results and impacts of the

synergized with other central implementation of specially targeted promotion
government agenci es™? events for potential replication around China
Activity 2.3.5: Information - Completed workshop

exchange workshops on ESL - Documentation of the workshop proceedings
promotion in small cities and rural highlighting best practicesin ESL promotion, and
towns>? recommendations to ESL manufacturers and retailers

on activities to implement in other small cities and
rural towns in China

Activity 2.3.6: Summarizing - Documentation of lessons learnt, which will be used
experiences made under this as inputs to Component 3 activities.

component and communicate this to
stakeholders and government, in
particular also as input to
component 3 activities

70. GEF support is needed for the development of ESL promotion schemes, the design and
facilitation of pilot financial assistance programs for low-income consumers and to test and
evaluate the effectiveness of both promotion schemes and varied subsidy levels.

Outcome 2.4: Promotion and awar eness campaign to promote demand for ESLs

71. In addition to the specific market development and promotion initiatives that will be carried
out in Activities 2.1 through 2.3, there is a need for other national level, coordinated
campaign to raise the awareness among consumers about ESL benefits and expected changes
in lighting markets in China. The activities described below, by enhancing the awareness of
ESL benefits, in particular in rura areas, will support previous described activities by
enhancing the overall demand for ESL in China.

Activity Outputs
Activity 2.4.1.: Organization and - Documentation of the proceedings of international
Conduct of international conferences/workshops organized and conducted

conferences and workshopson ESL |- Completed major international efficient lighting
promotion®2

®0 This can be done with organizations like the All-China Women’ s Federation targeting families in small cities
and rural areas

®1 These workshops are intended for sharing experiences on how to effectively promote ESL in small cities and
rural areas, and will be participated in by lighting product manufacturers and retailers.

%2 Oneinternational conference that can be organized is a follow-up to the successful RightLight 6 conference
that took place in Shanghai in 2005 that helped lead to global IL phase-out activities
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Activity | Outputs

conferences
Activity 24.2.: Design and - Documentation of designed ESL promo programs
implementgion of ESL promotion |- Documentation of market transformation tools that
campaigns will be developed, and al other ESL promo materias

Completed ESL promotiona programs using the
tools & materials produced
Evaluation reports on completed promo campaigns

2.4.3: Design and carry out - Documentation of the designed promotion activities
promotion activitiesin line with - Reports on the results and impacts of the
Annual National Energy Efficiency implementation of specially targeted promotion
Week and other key events. activities for potential replication around China
72. GEF support is needed for supporting the national promotion and awareness campaign that

73.

74.

Activity 2.5.1: Discussonson ESL |- Completed workshops
project financing through programs |- Documentation of workshop proceedings
such as DSM, CDM, etc.> highlighting best practices, and gaps for specific

will communicate efficient lighting to consumers and all other affected stakeholdersin China
and beyond.

Outcome 2.5: Mor e affordable and accessible financing options for ESL applications

Financial barriers, such as high ESL prices, difficulty for mobilizing commercial lending for
EE projects, remain a significant obstacle to full market penetration of ESLSs, particularly in
the lower income areas of China. A number of other broad energy efficiency financing
activities are underway through several national initiatives, including the World Bank/GEF
Energy Conservation programs, the IFC/GEF CHUEE project, and others. The following
activities will support the inclusion of lighting projects in all alternative finance projects,
such as those implemented by China's growing ESCO industry, utility DSM initiatives, and
any other initiatives to be identified that am toward reduction of financial barriers to wider
ESL application. Actual co-operation options with other programs and projects will be
actively identified and synergies developed from the PILESLAMP PMO.

Activity | Outputs

PILESLAMP activities to overcome remaining
financial barriers

Activity 2.5.2: Production of - Documentation of the produced information
information material for ESL project | materials
financing®

%3 The campaigns will highlight market transformation tools such as ESL energy labels, market-based
mechanisms, etc. Such campaigns can bein line with Annual National Energy Efficiency Week and other key
events.

>4 Thisinvolves the conduct of 2- 3 workshops for representatives of the power sector, ESL manufacturing
industry, engineering companies and local Energy Conservation Agencies to discuss and share international best
practice in project financing based on DSM, ESCOs, CDM and other mechanisms that are appropriate for the
small citiesand rural areas.

%5 These materials will be provided mainly to the banking/financial sector and potential ESL project
developers/owners informing about the economics and financing of ESL based EE projectsin China. These will
be prepared collaboratively with ongoing GEF supported (and other) initiatives to develop innovative financing
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Activity 2.5.3: Organization and - Completed workshop
conduct of workshopsfor - Documentation of workshop proceedings
commercial financing institutions highlighting findings and recommendations

and developers of ESL based EE
projects on project financing

Activity | Outputs

Activity 2.5.4: Development of - ESL Financing Handbook
financial instruments and financia

evauation tools>®

Activity 2.5.5 Identify and cooperate |- Documentation of the cooperation with financial
with other EE related financial assistance prograns.

assistance programs. - Reports on the results and impacts of the

implementation of financial assistance programs for
potential replication around China

GEF support is needed for the development of the cooperation and synergy, e.g. with specifically
designed lighting related materials for DSM, ESCO, CDM and other alternative finance
products that are available to improve EE in China.

Component 3: ESL Policy and Institutional Support

75.

76.

This component will support policy and institutional activities that lock in the progress made
through the other two components, including policy proposals regarding IL manufacturers
business conversion and increasing market share of ESLs, along with a roadmap for IL
phase-out and expanded ESL promotion. The policy proposals will be developed in close
coordination with the lighting industry and with NDRC and other relevant government
agencies to ensure that the proposed policies can be quickly implemented. With regard to the
project duration of 3 years on one hand and the quite complex policy development and
implementation process in China on the other hand, the output of the PILESLAMP activities
will be highly instrumental to design and implement policies conductive for a wider ESL
market share. However, it cannot be guaranteed from the project onset that policies will be
enacted until EOP.

The activities in this component closely complement the other two components, by
developing policy instruments that will “lock-in” the improvements in lighting efficiency
that result from the lighting industry capacity enhancement and the market development and
promotion activities.

In particular the designed activities shall address the following policy barriers to wider ESL
market share, mainly including (1) No sustainable and supporting policies of business
transformation within IL manufacturers, (2) Lack of attractive and sustainable national
incentives encouraging lighting manufacturers to increase their domestic sales of ESL. (3)
Missing road map and special plan for China's ESL promotion/ IL phase-out..

schemes for energy efficiency development, ESL specific case studies on alternative financing of ESL initiatives
will be included.

*8 Thisinvolves the development of financial instruments like credit guarantees and preferential loansto
promote ESL based EE projects, aswell asfinancial evaluation tools. These will all be embodied in an ESL
financing handbook to be made available to EMCs, banks, major non-residential consumers and others to
disseminate best practices of innovative financing of ESL projects.
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Activity 3.1: Annual Investigation and Analysis of China’'s ESL Market Improvement

Initiatives

78. Policy makers will need substantial and significant data on the ESL (and IL) market
developments to design programs, directives and take decisions which will support the ESL
uptake and IL phase-out.

79. Specific activities and related outputs will be delivered from the sub-activities as shown

below:
Activity Outputs

Activity 3.1 1: Detailed investigation and analysis |- Completed cetailed survey and

of the ESL market in China® investigation plan
Completed survey reports of
manuf acturers, lighting wholesalers and
retailers,

Activity 3.1.2: Investigation on typical users - Report on commercial lighting users

including commercial, industrial and residential and households, commercial and

users® residential IL data collection and
analysis

Activity 3.1.3: Analyze the barriers to phasing-out | Phase-out/ ESL promotion barriers

IL, and to increase market share of ESLsas an identification and analysis

input to policy establishment.

80. GEF support is required for the in-depth analysis of the Chinese lighting market,
understanding the most relevant for Chinese trends, and then preparing draft policies for
consideration for implementation by the GOC.

Activity 3.2: Encouragement of IL Manufactures Business Conversion and Increasing
Domestic ESL M arket Share

81. In order to supplement policy initiatives and proposals regarding IL conversion, there need
to be complementary policies to support business conversion, expanded production and of
course increased sales of ESLs in China. Some ESL promotion activities have already taken
hold in China, and new activities will grow through component 2 of this project. This
activity will develop specific policy proposals to significantly increase market share of ESLS,
including potential regulations, financial and fiscal policies for ESL market growth, and any
other policy initiatives that might be found relevant from the review of international best
policy practices in ESL promotion and market development.

Activity 3.2.1: Development of Policy Recommendations on IL Manufactures Business
Conversion

Activity Outputs
3.2.1.1 Review outputs from the above project Report of international experience and
activities under 3.1.and compare to international best practice
experience and best practice.

57 According to published statistics and researched data, summarize and analyze the market datain for ESL and
IL regarding sales numbers, price, share of market, import and export by types (CFL, T8, EB etc..).
%8 Asfor residential users, the survey will include rural and urban areas in eastern, middle and western China
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Activity 3.2.1.2: Development of policy
recommendations on IL manufacturing business
conversion®.

Activity Outputs

Draft financial and fiscal policy
proposal on IL manufactures business
conversion

Activity 3.2.1.3: Public hearing on the proposed
policies ®

Documentation of the public
hearings/meetings highlighting
comments and suggestions on proposed
policies

Activity 3.2.1.4: Finaization and submission of
the policy proposalsto NDRC and other relevant
government agencies

Documentation of the finalized policy
recommendations.

Activity 3.2.1.5: Design activities to facilitate the
relevant government agencies to approve the
proposed policy recommendations®

Documented results of activities for
approval of the proposed policy

82. GEF support is needed for the review of international best practice, understanding what is
most relevant for Chinese situation, and then preparing draft policies for consideration for

implementation by the GOC.

Activity 3.2.2: Development of mlicy proposals on increasing domestic market share of

ESLs

Activity
Activity 3.2.2.1: Review of international
experience and best practice on ESL promotion®

Outputs
Report of international experience and
best practice

Activity 3.2.2.2: Development of policy
recommendations on increasing domestic market
share of ESLs®

Documentation of the proposed draft
policies

Activity 3.2.23: Public hearing on the proposed
policies

Documentation of the public
hearings/meetings highlighting
comments and suggestions on proposed
policies

Activity 3.2.2.4: Finalize and submit the policy
proposals to NDRC and other relevant government
agencies

Documentation of the finalized policy
recommendations

Activity 3.2.2.5: Design activities to facilitate the
relevant government agencies to approve the
proposed policy recommendations®

Documented results of activities for
approval of the proposed policy

%9 Based on the findings on the review of international experience and best practices, policy proposalson IL
manufactures’ business conversion including national industry development, taxation and fiscal measures and

financing solutions will be devel oped

%0 Thisinvolves the holding of a series of meetings with stakeholders to solicit their comments and suggestion

on the proposed policies

61 After the proposed policy recommendations are submitted to the relevant government agencies, the
subcontractor should initiate relevant activities to facilitate the approval of proposed policy by the government

agencies.

62 This also considers the results of all policy-related activities that were carried out in Components 1 & 2.
83 This also includes the development of financial and fiscal policies, and policies on creating market
mechanisms to support ESL promotion and thereby increase the market share of ESLs.
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Activity 3.3: Development of a roadmap for IL phase-out and plan for expanded ESL
promotion

83. In order to lock-in all of the savings potential of IL phase-out and expanded ESL promotion,
it will be criticl to have a wide variety of industry stakeholders supportive of a
comprehensive roadmap for ending IL production in China. First steps will include detailed
surveys to determine where the key markets for IL use remain, and the best ways to move
those IL consumersto ESLs. The surveys will build on survey work done in the earlier China
Green Lights project, and will seek detailed inf ormation from manufacturers, wholesalers,
retailers, and commercial, industrial and residential lighting consumers.

84. Based on the findings of the detailed investigation of remaining potential and target market
areas, the roadmap for long term IL phase-out and ESL promotion will be proposed to the
broad group of lighting industry stakeholders, with several iterations likely to be made
before afinal roadmap is set for China's lighting future.

Activity 3.3.1: Development of China’sroadmap of IL phase-out Activities:

Activity Outputs

Activity 3.3.1.1: Review and analysis of draft - Report of IL phase-out timetable and
international IL phase-out timetable and roadmap roadmap in foreign countries

Activity 3.3.1.2: Development of roadmap of 1L - Draft roadmap of IL phase-out in China
phase-out %

Activity 3.3.1.3: Discussions on the proposed IL - Documentation of the comments and
phase-out roadmap® suggestions on proposed roadmap
Activity 3.3.1.4: Finaization of the IL phase-out - Documentation of the finalized IL

roadmap taking into consideration the inputs on the phase-out roadmap
analyses made and of the project stakeholders

Activity 3.3.1.5: Design activitiesto facilitate the | Documented results of activities for
relevant government agencies to approve the approval of Chinaroadmap of IL phase-
proposed China roadmap of IL phase-out®’ out

85. GEF support is needed for the detailed investigation work, workshops to develop and review
the roadmap, and final preparation and implementation of the long term roadmap for IL
phase-out and ESL promotion.

84 After the proposed policy recommendations are submitted to the relevant government agencies, the
subcontractor should initiate relevant activities to facilitate the approval of proposed policy by the government
agencies.
% Thisinvolves holding of a series meeting and workshops to design and draft roadmap basing on experience
leant from international practice. The roadmap will be prepared in China
% This involves the documentation of the agreed roadmap.
67 After the proposed policy recommendations are submitted to the relevant government agencies, the
subcontractor should initiate relevant activities to facilitate the approval of proposed roadmap by the
government agencies.
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Activity 3.3.2 Development of China’'sMedium and Long-term Plan for ESL Promotion

Activity

Activity 3.3.2.1: Consolidation of outputs from the |-

previous project activities and benchmark with
international experience and best practice.

Outputs
Report of international experience and
best practice in long term ESL
promotion

Activity 3.3.2.2 Conduct of scenario analysis for |-

different policy approaches to promote ESLs in
China®

Designed scenarios for ESLs promotion
and market share development under the
different policy approaches

Activity 3.3.2.3: Draft a medium and long-term |-

plan for ESL promotion in China®

Documented draft a medium and long-
term plan for ESLs promotion

Activity 3.3.2.4: Public hearing on the proposed
ESL promotion plan

Documentation of the public
hearings/meetings highlighting
comments and suggestions on proposed
ESL pramotion plan

Activity 3.3.2.5. Finalization a mediumand long
term ESL promotion plan

Documentation of a mediumand long-
term ESL promotion plan

Activity 3.3.2.5: Design activities to facilitate the
relevant government agencies to approve the
proposed master plan for ESL promotion™

Documented results of activities for
approval of China master plan for ESL
promotion

86. GEF support is needed to collate the basis data, compare international experiences and
approaches and consequently to work out a mediumto long term ESL promotion plan

Project Indicators, Risks and Assumptions

87. The project success indicators are shown in the Project Planning Matrix (PPM) in Section Il,

Part I1. The target values for these indicators based on the PPM, which will be monitored
during the course of the PILESLAMP implementation, are summarized in Section IV, Part
V. Various indicators in the PILESLAMP PPM are output, rather than impact related. Earlier
it was explained that e.g. the lighting industry is facing a transition phase, where it appears to
be extremely difficult to project current trends and to establish concrete, time bound and
guantified indicators beyond those aready identified Similarly the policy framework is
rapidly changing. While of course in favor of additional EE measures and targets, the
contents and impacts of these forthcoming policies are not known yet, which does not allow
specifying additional policy related impact indicators for the time being.

. While all possible efforts have been made to ensure the effective design and implementation
of the project activities in the project design phase, there are inevitably some unavoidable
residual risks that will have to be carefully monitored and managed during the project to
ensure its success. The different risks that were identified during the project formulation and
the recommended mitigation measures and a commentary on the need for mitigation
measures are provided in detail in Section IV, Part IV.

% This includes energy-saving potential, cost-effective analysis, alternative technology availability, resource
limitation, etc

% Thisinvolves the holding of a series of meetings with stakeholders to solicit their comments and suggestion
on the documented draft medium and long-term plan for ESL promotion in China.

70 After the proposed master plan for ESL promotion are submitted to the relevant government agencies, the
subcontractor shal initiate relevant activities to facilitate the approval of proposed master plan by the
government agencies.
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Main Project Risks and Mitigation Strategy (by component)

89. Component 1 — Business conversion demonstration projects — the main risk is identified in
lacking interest or financing of/for manufacturers to invest in business conversion. The
adequate mitigation strategy will rely on demonstrating the business opportunities accruing
from national and international phase-out strategies for ESL producers on one hand and on
co-operation with the financing sector and targeted programs (e.g. the IFC supported ‘ Utility
Based Energy Efficiency Financing Program) as well as identifying and responding to the
needs of the targeted manufacturers’.

90. Component 2 — Promotion of ESL risks having only short term impact if sustainability
aspects are not adequately considered. The project intends therefore to build on existing
structures wherever possible and enhancing their capacity to deploy sustained ESL
promotion programs in rural areas in co-operation with stakeholders like ESL manufacturers
but also the electricity sector. A second risk under Component 2 is failure to reach the target
group of low income rural families as these are not easily reachable via mainstream media
and special campaigns need to be designed to appeal to their needs. Further, adequate
partners having an outreach to this target group need to be identified and mobilized to co-
operate on the program implementation.

91. Component 3 — Policy development: the inherent risk lies in the fact that policies might be
recommended but not implemented. However, the project will be implemented under the
guidance of leading policy developing bodies in China, NDRC and NECC together with
CSC and CNIS. This coalition will ensure that provided the macroeconomic framework
remains stable and current energy policies world-wide will follow their current trgjectory, the
policies developed under this project will indeed be taken up and implemented.

Expected Global, National and Local Benefits
92. Global Benefits

Reduced GLS production in China, leading to less market pressure from cheap but
energy wasting incandescent lamps

Improved production of CFLs, with respect to quality and quantity — able to meet peak
demand triggered from the current global phase out movement

Eventually reduced CFL prices resulting from higher production

Global energy savings and CO, emission reductions. As the export quota for
incandescent lamps stands at about 50%, roughly the same amount as the targeted overall
national Direct Emission Reductions of about 13.5 to 36.6 Mtons CO; can be credited as
indirect effects internationally to PILESLAMP

93. National Benefits

Energy and emissions savings as summarized in Tables 5 and 6
Development of a policy roadmap leading to a Phase-out of inefficient lighting in China

Improvement of the China Quality inspection and supervision system, including the
relevant product quality and efficacy standards

"LSee activities under component 2.5
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Improvement of the environmental performance of the Chinese Lighting sector,
including trial project(s) on collection and recycling of fluorescent lights

Improved capacity of Chinese test laboratories in particular related to environmental
testing

Improved lighting in particular in China' s rural areas

Managed industry transition and support programs from incandescent GLS
manufacturing to ESL production

More active participation of the private sector in the development of the rural
countryside

94. The project aims to reduce GHG emissions from the utilization of inefficient ILs by 4.4
Mtons of CO, by project end. It is envisioned that the overall project impact will be at least
3folds 10 years after EOP and possibly around 8-folds considering all indirect effects
including a possible total phase-out of IL in China until 2022.

Country Ownership: Country Eligibility and Country Drivenness

95. China has ratified the UNFCCC in June 1992 and the Kyoto Protocol in May 1998. It has
completed and submitted ts First National Communications under the framework of the
UNFCCC, which highlighted that EC&EE, in general, and ES&L, in particular and among
the measures each country are considering for the reduction of GHG emissions. It is now
preparing its Second National Communications to the UNFCCC.

96. National Development & Reform Council (NDRC), a Government of China agency involved
in the development and implementation of industry and energy policy, has presided over the
development of this project. NDRC has responsibility for energy efficiency policy, and has
overseen a range of earlier GEF projects including China Green Light, the World Bank
Energy Efficiency Project, and a variety of others.

97. A national stakeholders' consultation workshop, aside from the LFA exercise, was also
conducted to discuss the issues/concerns (i.e., barriers) regarding the development of ESLSs,
phase out of incandescent lamps, and application of EE lighting technologies. The LFA
exercise came up with the activities that are proposed to be carried out under the
PILESLAMP, including the project implementation and management arrangements.

98. PILESLAMP includes ongoing and planned EE lighting technology development and
application projects of selected project partners, namely the China Association of the
Lighting Industry (CALI), the Energy Research Institute (ERI) of NDRC, the China
Standards Certification Center (CSC), China National Institute of Standardization (CNIS),
and China's National Lighting Test Center (NLTC). Some of these are among the
demonstration activities of the project. These parallel activities that, as per agreement with
the project proponents/owners, would be subsumed in the PILESLAMP.

99. It should be noted that the demonstration projects are funded separately and are among the
co-financed activities of PILESLAMP. As part of the project (and indicated in the PPM),
their results are reported as among the outputs of PILESLAMP. Where necessary, GEF
resources will be used for technical assistance in the implementation of some of these
parallel activities. The matching of these parallel activities and PILESLAMP’s technical
assistance is very important in achieving the reduction of the identified barriers to ESL
manufacturing and application and EE lighting technology applications in the Chinese C&R
sectors.
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Sustainability

100.

101.

102.

Sustainability is an integral element of the PILESLAMP activities and is ensured through
the outputs of most of the project components. The sustainability of the institutional
elements of the project will be ensured through the adoption of collaborative approaches
and strategies that seek to foster and reinforce the long-term sustainability of existing
institutional and coordination structures that have been established and are operationa at
both the national and provincial levels with regards to projects dealing with lighting energy
efficiency.

Sustainability of the project is ensured through the outputs of the different project
components, e.g., endorsed policy and financial frameworks, technical guidelines on ESL
applications, EE lighting system installation, operation and maintenance, and educated
consumers and policy/decision makers, increased know-how and upgraded capacity of
service providers.

In the final year of the project, a follow-up national program will be designed considering
the different achievements and lessons learned. The follow-up program, with a long-term
target that is to be achieved in the subsequent China development plans, will create a
significant impact to the energy performance of the Chinese C& R sectors.

Replicability

103.

104.

PILESLAMP is designed to have a balanced mix of capacity building and enabling
environment activities tailor-made to China's specific conditions, markets and regulatory
environment. Such balanced mix of activities is expected to promote the application of EE
lighting systems and technologies. Replication is an integral component of the project
design as the expected energy savings from the application of EE lighting technologies in
Chinese commercial and residential buildings (and the corresponding GHG emissions
reduction from the reduced electricity demand) rely on the replication of the relevant
PILESLAMP activities.

Replicability of the proposed project components will be ensured through the
documentation of the package of activities/inputs that went into each energy efficiency
projects that are in one way or another, directly or indirectly influenced by PILESLAMP.

PART I11: MANAGEMENT ARRANGEMENTS

105.

Given the past experience with UNDP-supported projects, UNDP seeks to implement an
innovative management approach based on a partnership where accountability and
responsibility for managing and achieving project outputs are equally shared among the
PILESLAMP partners. This approach is intended to minimize overall management and
overhead costs, while ensuring effective implementation of the project The organizational
structure is shown in Fig. 6.

Project Implementation Arrangements

106.

The management structure of the PILESLAMP project will be as follows: A Project
Steering Committee (PSC) will be established and will comprise of the representatives of
NDRC, MOF, and aso including the National Project Manager of the Project Management
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Office. The PSC will play the role of an advisory committee. The PSC members will also
be invited to participate in the annual project review meetings. The Project Management
Office (PMO) will be aso established to be responsible for coordinating and implementing
the project activities of the project. The PMO Director will serve as the Secretary of the
PSC. PILESLAMP will be Nationally-Executed (NEX) by the Chinese Government. It will
assume the overall responsibility of ensuring that all activities are executed accordingly and
as per the approved Project Document. The National Development & Reform Commission
(NDRC) will be the Implementing Partner (or Executing Agency) for the PILESLAMP
project while the National Energy Conservation Center is the Designated Implementing
Partner (or Designated |mplementing Agency).

Project Steering
Committee

UNDP-GEF RCU &

UNDP-China
Project Management Office
Component Component Component
1 2 3

Fig. 6: PILESLAMP Project Organizational Structure

107. The PSC will be established with the key responsibilities as follow: (a) Reviewing of

108.

annual progress reports for necessary guidance; (b) Reviewing and approving the annual
work plans and budgets; (c) Providing guidance on the effectiveness of PILESLAMP
implementation, and its linkages to corporate UNDP policy decisions, and other UNDP
initiatives, and, (d) Monitoring and evaluating the implementation of PILESLAMP
towards the intended outputs, after two years of project execution. As a minimum, the PSC
will meet at least once a year, allowing for the stakeholders to review the progress with the

project implementation and to agree on a coordinated annua project implementation
strategy and plan.

UNDP-China, together with the UNDP-GEF Regional Technical Advisor for Climate
Change in the Asia-Pacific region will carry out the GEF oversight. Working in
conjunction with the various project partners, UNDP-China will be responsible for
monitoring and evaluation (M&E), including organizing project reviews, approving annual
implementation work plans and budget revisions, monitoring progress, identifying
problems, suggesting actions to improve project performance, facilitating timely delivery
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of project inputs, and provide linkages to the other sub-regional, Asia-Pacific regiona and
global initiatives. All M&E functions will be carried out in line with standard UNDP and
UNDP-GEF procedures. UNDP China will also provide country office support for al the
activities of the project as agreed with the implementation partner of China.

109. As the Implementing Partner for this project, China’'s NDRC will appoint a National
Project Director (NPD) to be in charge of overal responsibilities, including planning,
coordination, administration and financial management of the project with support by
UNDP-China. The NPD will be responsible for the achievement of the project objectives,
for al projects’ reporting, including the submission of Annual Work Plans (AWP) and
financial reports. He/She will ensure the delivery of the project outputs and the judicious
use of the project resources. This will ensure that expected outputs are delivered using the
most efficient and cost-effective implementation strategies and procedures. The NPD will
be also a member of the PSC. As the project’s Implementing Partner, the NDRC will also
provide in-kind contribution to implement the PILESLAMP.

110. As the Designated Implementing Partner for this project, the National Energy
Conservation Center, will take responsibility of supporting NDRC and UNDP-China in
managing and implementing the PILESLAMP. The Director of National Energy
Conservation Center will be a member of the PILESLAMP PSC.

111. A Project Management Office (PMO) will be established by the NDRC, together with
UNDP-China. The PMO will be responsible for the day-to-day management of all the
project activities including those on capacity building, demonstration sub-projects and
dissemination activities both at the provincial and national levels. PMO will ke managed
by a PM O Director, who will be supported by three staff members, a PMO secretary, afull
time National Technical Advisor, aong with a part time International Technical Advisor.

112. A service organization, CICETE ", designated by NDRC and MOF, will be responsible for
al financial management services. This entity will provide all financial disbursement and
accounting of project funds, and will work with the PMO to select and negotiate contracts
with all subcontractors and experts.

113. National government professionals and other relevant national stakeholders from the
private sector and civil society will, to the extent possible, manage, coordinate and
implement the PILESLAMP activities.

114. The proposed PILESLAMP will be implemented for a period of three years. Considering
the duration of the process of obtaining GEF funding, it is anticipated that the project will
kick-off by the second quarter of 2009 and will conclude by the end of 2012.

115. To accord proper acknowledgement to GEF for providing funding, a GEF logo will appear
on all relevant publications and documents produced by the project, including among
others, project hardware purchased with GEF funds. Any citation from any of the
PILESLAMP publications and documents will also accord proper acknowledgment to GEF.
The UNDP logo should be more prominent and separated from the GEF logo if possible,
as UN visihility isimportant for security purposes.

2 For its services related to foreign currency transfers and contracting CICETE charges 3% of the project
funding in foreign currency, i.e. US$ 420,000 for PILESLAMP
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PART IV: MONITORING AND EVALUATION PLAN AND BUDGET

116.

117.

118.

119.

120.

121.

122.

123.

Project monitoring, evaluation and dissemination will be undertaken in accordance with
UNDP and GEF established procedures. The executing agency will be required to prepare
Annual Project Reports and Project Implementation Review reports (APR/PIR) to UNDP.

The APR/PIR will provide a more in-depth summary of work-in-progress, measuring
performance against both implementation and impact indicators. Any adjustments in project
approach will be reported to the Project Steering Committee who will evaluate and approve
the adjustments recommended.

The project is subject to two in-depth independent reviews. One will be conducted in the
mid-term (fourth quarter d the second year) and the other will be scheduled upon project
termination. A termina report would be completed prior to the completion of the project
and would detail project achievements and lessons learned. Additional independent
evaluation may be conducted if UNDP and the GEF deem it necessary.

As executing agency, NDRC will carry out continuous self-monitoring of the project
implementation performance. The in Section |1, Part Il states all the success indicators and
means of verification for each activity that will be carried out under this project. These
indicators are the parameters that will be monitored by NDRC under this project.

To ensure coherent, coordinated and timely implementation of project activities, appropriate
practical mechanisms, monitoring and evaluation (M&E) procedures and implementation
arrangements will be developed between and among national and local government
agencies, financial institutions, private sector partners, local NGOs and consumer groups.
Specificaly, an M&E plan for the PILESLAMP implementation will be developed together
with the key stakeholders, and this plan will be based on the identified success indicators
and means of verification for the project goal, project purpose, project outcomes, and
project activities. The PSC will advise and approve this M&E plan. The budget shown in
Part V (M&E Plan and Budget) includes formal evaluation activities as well as input from
market survey activities that will take place as part of each of the components. During the
project inception workshop a detailed plan for coordination of market data to be collected,
to support measurement and tracking of the success indicators, will be agreed by all parties.

Surveys will be conducted during the project to track these and other indicators of project
impact. Monitoring and Evaluation (M&E) activities will be undertaken to best international
practice standards with reference to the International Monitoring and Verification Protocol
(IPMVP) methodology. This reference to established nternational best practice IPMVP
methodologies will be a vital element in the presentation of the results of the overall
PILESLAMP to the full range of project stakeholders, including but not limited to GEF.

Success indicators for each objective and activity in the PPM will be monitored and
evaluated during the course of project implementation. Section 1V, Part VI provides the
annual targets and the monitoring plan. The extent by which the GEF developmental goal is
achieved will be evaluated from the monitored results. Annual target values for the
indicators will be confirmed during project document finalization.

The project will coordinate with all the project partners. The continuous monitoring and
evaluation of all project activities, even after completion of the project period, will bring
sustainability of the project with desired benefits in the long run. All evaluation reports will
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be uploaded to the project website for widespread dissemination. A formal Monitoring and
Evaluation Strategy will be developed and implemented in the full-scale project to track the
activities and contributions of the activities by all the project partners, in terms of both in-
cash and in-kind contributions as detailed in the attached letters of commitment. These
M&E findings will be reported on in the project’s two in-depth independent reviews.

Audit Clause

124.

The PMO on behalf of the NDRC will provide the UNDP-China Country Director with
certified periodic financial statements, and with an annual audit of the financial statements
relating to the status of UNDP and GEF) funds according to the established procedures set
out in the Programming and Finance manuals. The Audit will be conducted by the legally
recognized auditor of the Government, or by a commercia auditor engaged by the
Government.

PART V: PARTNERSHIPS STRATEGY

125.

The successful implementation of PILESLAMP will depend on the development of
effective partnerships between numerous different agencies at multiple levels. Partnerships
will be pursued with international and national agencies, as well as international partners to
enrich and further project aims. The project will form a partnership strategy with three
elements: (@) international coordinating and implementation function; (b) national
coordination and implementation function; and, (c) Technical and commercial function.

Key Partners

126.

PILESLAMP will undertake the following activities to ensure that the project work is
synergized with on-going national and provincial level activities, as well as to benefit from
the expertise available in the region:

Strengthen its links by developing Inter-agency Partnerships with key energy-related
projects nationally and internationally. These will include the EUEEP, World Bank
Energy Conservation Projects, the international Efficient Lighting Initiative, and the
Global Lighting Market Transformation Program that is expected to support IL phase-out
initiatives around the globe. PILESLAMP will work with financing institutions in the
region to provide support for energy service related initiatives.

Partner with the NGO funding and implementation agencies to broaden the reach and
impact of the PILESLAMP project.

PART VI: LEGAL CONTEXT

127.

128.

This Project Document shall be the instrument referred to as such n Article | of the
Standard Basic Assistance Agreement between the Government of China and the United
Nations Development Program, signed by the parties on 29 June 1979. The host country
implementing agency shall, for the purpose of the Standard Basic Assistance Agreement,
refer to the government co-operating agency described in that Agreement.

UNDP acts in this Project as Implementing Agency of the Global Environment Facility
(GEF), and all rights and privileges pertaining to UNDP as per the terms of the SBAA shall
be extended mutatis mutandis to GEF.
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129. The UNDP Resident Representative in China is authorized to affect in writing the following
types of revision to this Project Document, provided that he/she has verified the agreement
thereto by the UNDP-GEF Unit and is assured that te other signatories to the Project
Document have no objection to the proposed changes:

Revision of, or addition to, any of the annexes to the Project Document;

Revisions which do not involve significant changes in the immediate objectives, outputs
or activities of the project, but are caused by the rearrangement of the inputs already
agreed to or by cost increases due to inflation;

Mandatory annual revisions which re-phase the delivery of agreed project inputs or
increased expert or other costs due to inflation or take into account agency expenditure
flexibility; and,

Inclusion of additional annexes and attachments only as set out here in this Project
Document
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SECTION II: Strategic Results Framework and GEF | ncrement

PART I: Incremental Cost Analysis

Broad Development Goals

1

China has seen tremendous economic growth over the past two decades, with corresponding
fast growth in the demand for electric energy. Because much of China' s energy consumption
is coal based, increased electricity demand results in deterioration of local air quality and
increased GHG emissions. Reducing energy waste and demand growth is a key goal for the
GOC.

The production and sales of energy efficient lighting equipment, including ESLs, have been a
growing, sustainable export business for China, and maintaining and growing “green
business’ activities is an economic development goal for China.

Global Environmental Objective

3.

The global environmental objective is reduced GHG emissions, which will be achieved by
lower electricity consumption as a result of higher efficiency lighting products in use.
Reduced use of inefficient ILs, and growth in the market share of ESLs, will reduce the
expected electric load growth, resulting in lowered GHG emissions.

With China as the primary manufacturer of lighting equipment globally, enhanced ESL
manufacturing capacity and lower production of ILs in China will provide environmental
benefits globally.

Baseline Activities

5.

Without the PILESLAMP project, the lighting industry will continue to develop and evolve in
China as it has in recent years, with some activities by manufacturers and other market actors
to increase the sales levels of ESLs. More details of expected activities are included in the
Incremental Cost Matrix, Table 10.

Thelevel of government policy activity without the Project would likely continue to promote
some support for more efficient lighting as part of the GOC’s overall emphasis on improving
energy efficiency and reducing the energy waste. Higher efficiency lighting is a high priority
in China's 11" Five Year Plan, and some support for ESLs has been targeted through Central
Government subsidies for ESLs during the Five Year Plan period, though less efficient ILs
would still be available for consumer purchase.

GEF Alternative

7.

8.

Under the alternative scenario, there will be a dramatic decrease in the production and use
(both within China and globally) of inefficient ILs, with a corresponding increase in the use
and market penetration of higher efficiency, high quality ESLs.

The GEF dternative (i.e., PILESLAMP) will reduce electricity use in the commercia and
residential sectors through a coordinated set of activities to enhance lighting industry
capacity, initiatives aimed toward ESL market development and promotion, and ESL policy
and institutional support to lock in efficient market developments.
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9. In line with the GEF Strategic Program No. 1, the following interventions will be carried out
under the PILESLAMP

Increased volume of investments in ESL manufacturing and conversion of IL production
linesto ESLs

Improved quality of locally manufactured ESL products

Reduced hazardous waste pollution from ESL production and disposal

Improved capacity of the energy service institutes and market partners to promote ESLs
country widely

Expanded marketing channels for ESL products in large/medium size cities and big towns
Significant improvement in the sales of ESL products and reduction in the sales of
incandescent lamps in the rural areas (small towns & villages)

Improved public awareness on the benefits and application of ESL products

Successful business transformation of incandescent lamp manufacturers to ESL producers
Improved availability and accessibility of ESLs in the domestic market

Phasing out of the manufacture, sales and use of incandescent lamps and promotion of
ESLsin China.

10. The following are the expected outcomes by end of the project:

GHG emissions reduced by 4.4 Mtons/yr CO2 compared to business-as-usual scenario
and a cumulative savings of about 5Mtons by the end of the project (2012).

Electricity savings of = 4000 GWh/yr compared to business-as-usual scenario and
cumulative electricity savings of about = 5000 GWh by end of project.

45 % market share of ESLs in the local lighting market by end-of - project

11. The proposed project is comprised of three major components consisting of complementary
activities designed to remove barriers to achieve the project objectives. A separate component
on project management is also included. The project components are as follows:

Component 1: Lighting Industry Capacity Enhancement — This component involves
support for the conversion of IL manufacturers to ESL lines, activities to improve the
supply of high quality ESLs, and reduction in the environmental waste in production and
disposal of ESLs.

Component 2: ESL Market Development and Product Promotion — This component
includes activities to improve awareness about ESL options and applications, especialy
in lower income, rural areas.

Component 3. ESL Policy and Institutional Support — This component will support policy
and institutional activities that lock in the progress made through the other two
components, including policy proposals regarding IL manufacturers business conversion
and increasing market share of ESLs, along with a roadmap for IL phase-out and
expanded ESL promation.

12. Component 1. Lighting Industry Capacity Enhancement - This component has three
primary activities: promote the conversion of IL manufacturers; improving supply capacity of
high quality ESLs; and, reduced environmental/hazardous waste during ESL production and
product disposal. The activities under this component will collectively cost about US$ 47.459
million to implement. The incremental activities will cost US$ 7.959 million which will be
financed by the GEF.
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13. Component 2. ESL Market Development & Product Promotion - This component will
address several barriers including lack of awareness about ESL options, particularly in lower
income rural areas, and financia barriers. A wide variety of market development activities,
working in close cooperation with key market actors such as lighting manufacturers and
retailers, will spur markets for ESLs as an aternative to lower efficiency ILs. The activities
under this component will collectively cost around US$ 30.345 million to implement. The
incremental activities, which will be financed by the GEF will cost US$ 3.895 million.

14. Component 3: ESL Policy & Institutional Support - This component has been primarily

designed to develop long term policies to lock in IL phase-out and ESL market promotion

gains. The activities under this component will collectively cost about US$ 3.011 million to
implement. The GEF will finance the US$ 1.111 million required for the incremental
activities.

Incremental Cost Matrix and Project Indicative Budget

15. The proposed budget for each project component is shown in Table 7 below. In total we are
requesting US$ 14,000,000 from the GEF.

Table 7: Summary Cost of Each Project Component (US$)

Project Component Basdline Incremental ‘ Total Cost H %

1. Lighting Industry Capacity

Enhancement 39,500,000 7,958,900 47,458,900 56.5
2. ESL Market Development and

Product Promotion 26,500,000 3,895,100 30,395,100 36.2
3. ESL Policy & Ingtitutional

Support 1,900,000 1,111,000 3,011,000 3.6
Project Management 2,100,000 1,035,000 3,135,000 3.7
Total 70,000,000 14,000,000 84,000,000 100

16. Tables 8 and provide the summary of budget cost sharing among GEF and the cofinanciers
of the full-scale project by components/activities. A significant level of cofinancing will
come from IL manufacturers that are part of the IL manufacturing business conversion
activities. While these manufacturers have not yet committed to specific investment levels,
these manufacturers have submitted letters expressing interest in participating in the pilots for
conversion of manufacturing lines (see Table 9 below)

Table 8: PILESLAMP Cost Sharing Matrix (US$)

COMPONENTS

National
Gov't.

Private
Sector

Others

Total

1. Lighting Industry Capacity

Enhancement 7,947,900 5,300,000 35,000,000 1000,000 49,247,900
2. ESL Market Development &

Product Promotion 3,845,100 20,000,000 5,000,000 1500,000 30,345,100
3. ESL Policy & Institutional 1,111,000 | 1,400,000 0 500,000 | 3,011,000
Support

Project Management 1,096,000 300,000 0 0 1,396,000
TOTAL 14,000,000 | 27,000,000 | 40,000,000 | 3,000,000 84,000,000
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Table 9: Summary of Project Co-Financing

Contributor Classification

Amount
Type (USY) Status

Government of China (GOC)"? Government cash 18,900,000 | Confirmed
Goc™ Government inkind 2,000,000 | Confirmed
GOoC” Government inkind 6,100,000 | Confirmed
Hangzhou Y ouchang Lighting Co., Ltd Private Sector | cash/in kind TBD EQI
NV C Lighting Technology Corporation Private Sector | cash/in kind TBD EQI
Baoji KeruiXing Lighting Co., Ltd Private Sector | cash/in kind TBD EQI
Chongqing Y achui Electrician and : —
Electricity Co., Ltd Private Sector | cash/in kind TBD EOI
Chisen Newlight Co. Ltd. Private Sector | cash/in kind TBD EQI
Qusun Electric Co., Ltd. Private Sector | cash/in kind TBD EOI
Deding New Minghui ElectricLighting | b e sector | castvinkind | TBD EOI
Changhan Oppel Lighting Co., Ltd. Private Sector | cash/in kind TBD EOI
Xiamen Topstar Lighting Co., Ltd. Private Sector | cash/inkind TBD EQI
Lanxi Electric Light Source Co., Ltd. Private Sector | cash/in kind TBD EOI
Jiangsu Sung & Moon Lighting Co. Ltd. Private Sector | cash/in kind TBD EQI
Y antal Haolibest Lighting Co. Ltd. Private Sector | cash/in kind TBD EOI
Anhui Shilin Lighting Co. Ltd. Private Sector | cash/in kind TBD EQI
Chengdu Tianxing Lighting Co., Ltd Private Sector | cash/in kind TBD EOI
Hangzhou Y uzhong Gaohong Lighting . o
Electrical Equipment Co, Ltd. Private Sector | cash/in kind TBD EQI
Xiangfan Haihua Lighting Electronic Private Sector | cashinkind | TBD EOI
Equipment Co. Ltd.
Shanghai Lvyuan Electricity Co., Ltd Private Sector | cash/in kind TBD EQI
GE Lighting Co. Ltd. Private Sector | cash/in kind TBD EOI
Hangzhou Baoshan Electronic Co. Ltd. Private Sector | cash/in kind TBD EOI
E?;nghal Tunglee Electrica Lighting Co., Private Sector Hin kind TBD EO
Zhongshan Odeer Lighting Co., Ltd Private Sector | cash/in kind TBD EOI

76 Government & | cash& in Under
Others Foundations kind TBD Discussion
Total confirmed 27,000,000
Total Expected®” ™ 70,000,000

17. Table 10 shows the incremental cost matrix. The baseline and alternative courses of actions

are presented together with the costs of achieving them.

3 CFL Subsidies (15,600,000), Support for IL-ESL business conversion (US$ 3,300,000)

4 support to IL manufacturers that convert to ESL manufacturing

7S support to PMO (US$ 300,000), Market Promotion Activities (US$ 4,400,000) and to Policy Developnrent

(US$ 1,400,000)

® Discussions are ongoing with other governments and foundations on supporting the PILESLAMP project.
Overall contributions of about US$ 600,000 in cash and US$ 2,400,000 in kind are expected.
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Table 10; Incremental Cost Matrix

Component
Global
Environmental
Benefits

Baseline
Energy usein China's C&R sectors will
grow fromabout 709.1 TWh/yr in 2008 to
1,041.2 TWh/yr by 2012, estimated 3,264.2
—4,987.9 TWH/yr by 2022

Alternative
Energy consumption will grow to 1,037.2
TWh /yr by EOP (2012) and 3,230,9 —
4,954.5 TWhlyr 2022,

Increment
Reduced energy consumption of around 4
TWh/yr by EOP and 12 — 33 TWh/yr by
2022 with corresponding annual reduction
in GHG emissions of 4.4 (2012) and 13.5—
36.6 (2022) Mtons CO,. Accrued GHG
emission reduction totaling 5 Mtons by EOP
and 175 - 237 Mtons CO, by 2022

Domestic Benefits

- Some ongoing increase in market share of
ESLs, but continued rapid growth in
lighting energy use in C&R sectors

- Rapid declinein sales of ILs and
corresponding increase in market share of
ESLs, annual electricity savings of =4000
GWh at EOP rising to about =12.000 —
about 33.000 GWh/yr until 2012

- Reduction inthe C& R sectors electricity
consumption in the range of about 1%
compared to baseline

Component 1:
Lighting Industry

Business as Usual
Substantial activities toward LED lighting

Proposed Situation
Significant effortsto convert IL

Additional Features
Activitiesto convert IL manufacturing lines

Capacity technol ogy development,' put ongoing manufacturerg to ES'L production, to ESL production, rgduced hazardous waste
Enhancement production of large quantitiesof ILs improvement in quality and performance of asa result of production and product
ESLs disposal
Domestic Benefits Domestic Benefits Domestic Benefits
- IL manufacturers continue to produce - Growth in supply capacity of ESLs, and - Significant energy savings from greater
significant numbers of ILs, resulting in reduced supply of lower efficiency ILs penetration of ESLs
lost opportunity of energy savings - Reduced hazardous waste resulting from
lower mercury content in ESLs
Global Benefits Global Benefits Global Benefits
While other countries begin phase-out - Improved availability of high quality ESLs | - Reduced energy waste from IL lighting
initiatives, Chinawill continue on - Reduction in quantity of ILsonthemarket | - Greater global availability of high quality
business as usual path globally ESLs
COST US$ 39,500,000 US$ 47,458,900 US$ 7,958,900
Component 2: Business as Usual Proposed Situation Additional Features
ESL Market Some ESL promotion activities through Dramatically increased promotion activities; | Significantly scaled up market development
Development and manufacturers and retailers; promotion of scaled up incentives for ESL marketsin and promotion activities, major

Product Promotion

ESLsas part of Five Year Plan

lower income rural areas

improvementsin ESL awareness and market
sharein small citiesand rural areas

Domestic Benefits

Domestic Benefits

Domestic Benefits
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Component Baseline Alternative I ncrement
- Someincreasein sales of ESLs - Higher market awareness and market - Energy savings from higher penetration of
- Government and manufacturer promotion penetration of ESLs ESL s, and reduced GHG and other
of benefitsof ESLs - Significant reduction in IL use, especially emissions for improved air quality
in lower income rural areas
Global Benefits Global Benefits Global Benefits
- Negligible; somereductionsin energy use | - Reduced availability of ILsregionally and | - Much greater awareness of ESL cost
and GHG emissions globally as more Chinese manufacturers savings opportunities
convert from IL production due to changes | - Wide range of market devel opment
in Chinese consumer behavior initiatives tested, with lessons that can be
- ESL market development and promotion transferred to other lower income
activitiesthat can be used in other countries and regions
countries
COST US$ 26,500,000 US$ 30,395,100 US$ 3,895,100
Component 3: Business as Usual Proposed Situation Additional Features
ESL Policy and Some government promotion of ESLs, but Detailed policy proposals for conversion of | Proposed policiesin place to phase-out IL
Intitutional no coordinated industry approach to major IL manufacturing facilities, and expansion manufacturing and grow ESL market
Support trar?siltion of industry of ESL pror_notiqn activities . promptiop activities
Policies toward more use of ESLs, Well conceived industry roadmap with buy- | Detailed industry roadmap
especially in public buildings and other uses | in from broad range of stakeholders who
will be affected
Domestic Benefits Domestic Benefits Domestic Benefits
- Some energy savings, and reductionsin - Policiesto have long term energy savings | - Policies that will limitinefficient lighting
power plant construction needs effect for lighting usein China use within China, resulting in lower
- Increased availahility of ESL s throughout energy consumption and reduced energy
China, with greater selection and lower billsfor consumers
pricesfor high quality products
Global Benefits Global Benefits Global Benefits
- Some reduction in energy consumption - Substantially reduced energy use with - Model policiesfor IL phase-out and ESL
from ongoing ESL promotion and policies resulting GHG emissions reduction promotion for other countries to adopt
- Much greater availability of high quality,
lower priced ESL s globally
COST US$ 1,900,000 US$ 3,011,000 US$1,111,000
Project
M anagement US$ 2,100,000 US$ 3,135,000 US$ 1,035,000

Page 50 of 78




Component Baseline Alternative I ncrement
(including M& E)
TOTAL COST US$ 70,000,000 US$ 84,000,000 USS$ 14,000,000
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PART II: Logical Framework Analysis (Project Planning Matrix)

Table 11: Project Planning Matrix (PPM)

Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator

Basdline

GOAL : Reduction of  CO2 emission reduction from C&R | - 0"’ 4.4 * Officia energy consumption | ¢ Continuous and committed

GHG emissions from the by end-of-project (EOP = 2012) Mtons/yr’® data from Chinese Bureau of support and participation

use of lighting productsin | ¢ Reduction in the annual growth rate | . 9’8 . 0.5% Statistics converted to CO, from the C&R sectors

the commercia and of CO2 emissions by EOP emissions with average grid

residential (C&R) sectors (compared to BAU) emission factor for China

in China.

OBJECTIVE: Enhanced | * Reduction in total electricity usagein| - 0% - =4.000  Annual surveys of the * Interest in energy issues will

promotion and the Commercial & Residential GWhlyr®! Chinese lighting market remain at current levels or

implementation of the (C&R) sectors by EOP * Market share of ESL will increase over time

utilization of energy * % improvement in market share of - 2-3 % per . Around 5 % | * Official statistical data * Proactive participation of

saving lamps (ESLS) in ESLs by EOP year equipment suppliers,

Chinathrough the engineering firms, and

transformation of the locd financia institutions

lighting products market

and the phasing-out of

incandescent lamp

production and sale.

* OUTCOMES

Component 1: Lighting | * Number of IL manufacturers that -0 - At least 2 * Industry and customs dataon |  TA and Pilot Incentives

Industry Capacity converted to ESL production by production and export of adequate to mativate IL

Enhancement EOP different lighting products manufacturers to consider
* Annual volume of ESL production . 3 billion . 3.5 billion conversion

each year starting Y ear 2

* Continued global demand

7 CO2 emissions from electricity generation for the C& R sector in 2008 = 719 - 844 M tons/yr

"8 related CO2 emission generation in 2012 = 1.143,4 - 1.432,4 Mtons/yr
™ CO2 emission generation in year 2012 = 1.139,0 — 1.428,0 M tons/yr

8 Electricity usage in C& R Sectors = 709.078 GWh/year in 2008; Electricity usagein Year 3/2012 = 1.041.179 — 1.304.300 GWh/yr (business-as-usual scenario)
81 Electricity usage in 2012 = 1.037.168 — 1.300.289 GWh/yr
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator

Basdline

* Annual volume of ESL product - 2.1 billion - 2.4 billion growth for high quality ESLs
exports from China starting Y ear 2 sends appropriate market
signal to manufacturers
Activity 1.1: Promotion | ¢ No of IL manufacturers that were =0 1=30 * | from participants list of Globa economic situation
of conversion of IL trained on all aspects of IL to ESL training courses growing, allowing for
manufacturers production conversion by EOP investment in new capacity in
* || Number IL to ESL conversion IN1=0 =B * || from project reports ESL production
pilot projects implemented until
EOP
* |11 No of trained IL manufacturers " =1 -2? =8 * |11 from project reports
that have developed business plans
for IL to ESL production conversion
by EOP
* IV No of IL manufacturers (mfr's) | . v =0 V=2 * IV information collected by
that start replicating pilot CALI CALI able to collect
conversion projects. convert (partly production and investment
and/or full) to ESL production by data on manufacturers who
EOP do not participate in pilot
*V Cumulative value of investments | .y = 7 V =14 * V project report on pilot projects
(US$ million) on IL production projects and CALI
conversion by EOP
* VI Cumulative value of investments | ;| = 7 V] = 14 * VI CALI communication with
on ESL manufacturing by EOP industry members
(USS$ million)
Activity 1.2; * | % of locally manufactured ESLs 170 % -1 80% * | Quality supervision, market | « Manufacturers recognize
Improvement of supply that meet established quality criteria surveillance and increased value of investmentsin
capacity of high quality each year starting Y ear 2 testing show improved quaity | quality
ESL * || Number of new and amended EE | . || F° S PR and performance

8 These are manufacturers that are reacting to change in international demand

8 At least two plants, with reduction from conversion of at least 150 million ILs/year compared to baseline levels
8 L ower quality products continue to taint the market

8 No amendments of EE standards; quality and efficiency levels don’t meet market expectations

8 2007 data
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator

standards for ESL s proposed by
EOP

* |1l Annual volume of locally made
ESLs (billion pieces)

Basdline

e || Draft standards circulated
for comment

¢ Il CALI & China Customs
data

* Consumers willing to pay
small increment for higher
quality products

recycling/recovery facilities built
and operational by EOP

- Produced 1.1 3° -111.13.5
- Exported 11,221 -111.2 24
- Sold and used domestically -111.30.9 -111.31.1
each year starting Year 1
« IV No of local ESL manufacturers | - 50 - 100 * IV Certification bodies publish
that have 1SO 9000 Qudlity Control list of certified companies
Certifications by EOP
 V No of national laboratoriesthat | . v o V1 *V Laboratories successfully
can carry out tests on ESLs and of participate in international
hazardous substances in ESL by round robin tests
EOP
Activity 1.3: Reduction of | ¢ I; # of lamp manufacturers that 10 -1 50 | Project report/ participants list | « GOC policies and
environment-relevant were trained on cleaner ESL enforcement, and
/hazardous waste during production processes minimizing international demand, to
ESL production and Hg content and (hazardous) waste reduce mercury content in
product disposal by Year 2 ESLs
e |I: # of local lamp manufacturers 110 113 Il Project & audit reports * Local governments' and the
assisted with cleaner production private sector’s interest in
audits by end Year 2 ESL recycling initiatives and
e [1I: # of local lamp manufacturers 11 3 111 8 11 CALI communicetion with consumer willingness to
employing clean production industry members participate in the initiatives
processes by EOP are high and sustained.
*|V: # of waste ESL IV 1 1V 3 IV (sameas i)

87 No improvement in test lab capacity for increased ESL production
8 New standards covering EE and hazardous substance issues published and implemented
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator Basdline
Component 2: ESL * |: % Increase in market share of e | =5% e | =Atleast | » Market monitoring data * Retail ers/manufacturers/local
Market Development and | ESL in rura pilot areas by EOP 10%™ retrieved from annual surveys | government agencies/other
Product Promotion conducted in the project stakeholders are interested in
*1l: % increase in share of ESL in oll =50%° |« Il =65% framework joint efforts on ESL
the national lighting market by EOP * Project annual progress report | promotion
* |Il: % of householdsthat are
utilizing ESL s each year starting
Year 2
- 111.1 Large and medium-size cities | ¢ 11l.1: 70% e I11.1: 90%
- 111.2 Small cities and rural areas *l11.2: 5% e 111.2: 10%
*IV: % of commercial buildingsin | *1V >80% * IV 95%
major urban aress that are using
ESLs each year starting Y ear 2
Activity 2.1: * | A widely known, widely- * | no network | ¢ I Network * Project annua progress report | « Loca government will
Strengthening of ESL supported and improved ESL covering at support large-scale ESL
promotion networksto promotion network established by least 10 promotion programs
implement large scale Year 1 provinces
promotion campaigns
* |1 No of ESL promotiona schemes | ¢1l: 1-2 *ll: > 10
developed under the project and
implemented in the provinces each
year starting Year 1
* |1l No of ESL promotional schemes | * 1l 56 *ll1 =20
developed by the ESL promotion
network and implemented in the
provinces by EOP
* |V No of local energy conservation | *1V 0 * IV >10

8 Based on current sales figures projection
% Equivalent to 100% increase in market share by EOP
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator

centers, that are active members of
the ESL promotion network by EOP

*V No of loca energy service
providers that benefited (in terms of
projects contracts) from the ESL
promotion network by EOP

Basdline

*V>20

Activity 2.2:

I mprovement of
marketing channelsfor
ESLsin largeand
medium sized cities

* | No of signed and implemented
voluntary commitment programs
each year starting Year 1

* [ Annual average % change in the
volume of ESL and IL sales from
the retailers that implemented the
voluntary commitment programs
starting Year 2

* |11 Annual % increase of ESL sales
in large/medium size cities and big
towns starting Year 2

* [V No of operational GLICs
established by EOP

*VV Number of participantsin the
‘Green Lights Partnership’ program

* VI Number of visitors each year in
to GLICs

-11=0

- 11 10%

-1 =10

- 11 =20%

- 11 15%

- IV >10

-V =100

VI =
100,000

* Project annual progress report

* Market surveys

* Sales reports from retailers
participating in the voluntary
commitment program

* GLIC data and reports

- Retailers are interested in the
voluntary commitment
program

* Consumers will accept
retailer’s commitment not to
distribute incandescent
lamps for free

Activity 2.3: Supporting

= | Number of supermarkets

=10

Project Reports

* Manufacturerd retailers are

%! Thistrandatesto decreasein sales of lighting fixtureswith ILs
92 This refers to access of low-income groups to efficient lighting products
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Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

expanded ESL

areas

marketing channelsin
small citiesand rural

I ndicator

participate in pilot program for
small cities selling ESL by EOP

= |1 Number of towns with operating
marketing channels established in
pilot rura areas by EOP

* |1l Annual % increase in no of ESL
retailersin pilot small cities and
rural areas starting Year 2

* |V Annual % increase of ESL sales
in pilot small cities and rural areas
starting Year 2

* V % increase market share of ESL
in pilot small cities and rural areas
by EOP

* VI % share ESL types that are
available at about 8 RMB by EOP™

Basdline

*[1=0

* 11 = 5%

IV =5%

*V =30%

* V| =< 10%

eIl =15

[l = 10%

* IV 10%

*V 100%

Vl=>
10%>

Market surveys

interested to co-operate on
increasing ESL sdesin
small cities and rura areas

ES.s

Activity 2.4: Promotion
and awar eness campaign
to improve demand for

* | Number of ESL awareness raising
and promotion events designed and
carried out by EOP

* |1 Number of types of ESL
promotional materias produced and
disseminated each year starting
Year 1%,

=0

*l1=0

=3

* Report from GLICs
established across China

* Project annual progress report

* Manufacturers with show
rooms and relevant agencies
(Energy Conservation
Centers) will be interested to
apply for GLIC status

* Other central government
agencies will be interested to
develop synergy with the
PILESLAMP project

* Eventsin other centra
government agencies
contribute to ESL s promotion

93 See component 1 for definition of * quality lamp’
9 See general market share indicators for component 2 above

Page 57 of 78




Project Strategy

Objectively Verifiable Indicators

Means of Gauging Success

Critical Assumptions

I ndicator

Activity 2.5: Facilitation | | Number of promotion workshops | ¢ | =0 o] =23 * Project annual progress report | * High initial purchase cost for
of more affordable and on ESL projects” for the financial * Seminar Materials ESL
accessible financing sector conducted by EOP * Pressclippings * Difficulty to mobilize
options for ESL * || Number of guidebooks on ESL °l1=0 ell=1 * Participants list commercia financing for
applications project evauation and ESL project * Annua reports from ESL based EE projects
design and financing printed and participating banks and
distributed by EOP financial ingtitutions
* 11l Number of banks & financial oIl =3° * Around 10
institutions that are interested in
supporting ESL projects by EOP
* |V Number of training courses for V=0 e IV =23
the banking/financial institutions
designed and conducted by EOP
«V Number of identified and/or e v=3" oV =52
designed financing schemes that
are acceptable to banks and
financial institutions by EOP
* VI Number of banks and financid *Vli=aleast [ *VI:6
ingtitutions that are adopting 3
financing schemes devel oped under
the project by EOP
Component 3: ESL « | Number of accepted policies on | =0” I= 1% * Documentation of accepted | * GOC will continue to
Policy and Institutional the phasing out of the production policies/rules/ regulations on develop and deploy policies
Support and use of ILs by EOP ESL production and improving China's energy
applications intensity, by requesting and
« 11 Number of accepted policieson | Il = 0% = 1" « Documentation of accepted promoting addition EE

the widespread production and
application of ESLs in the domestic
market by EOP

policies/rules/regulations on
widespread production and
application of ESL

measures

% ESL projectsinclude conversion of IL production lines to ESL manufacturing, ESL manufacturing, ESL applications in lighting systems (households and buildings)
% Signed up to IFC’s Utility based end-user energy efficiency program
97 ESCO business models are already existing

% These include additional market based business models designed, including CDM options
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Objectively Verifiable Indicators

Project Strategy Indicator Basdine Means of Gauging Success Critical Assumptions
* 111 A ready-to-implement roadmap | 11l = 0™ = + Documentation of roadmap
developed for IL phase-out and Approved and a medium and long-term
expanded ESL promotion by EOP road map™* ESL promotion
Activity 3.1: Annual * | Number of annual reports =0 =3 Annua surveys providing * Highly qualified
investigation and produced and published together feedback on project impact, and | organizations will be
analysis of ESL market with an analysis of trends by EOP remaining energy savings guaranteed and obtained to
development opportunity areas design and oversea the
* 1 % Increase in sales of ESLs by Il =30% Il =40% implementation
EOP
Activity 3.2.1: * | Comprehensive policy study on | = no study | study * Documentation of proposed * International lighting market
Development of policy the conversion of ILs completed IL policies developments resulting from
recommendationson |L manufacturing completed, accepted the various ongoing and
manufacturers business and submitted to relevant GOC planned IL phase out
conversion agencies (including NDRC) by year activities will continue and
2 motivate GOC to continue
* [I Recommended IL phase out Il =no policy | Il policy * Documented results of IL current policies promoting
policy/legidation/regulation (IL developed policies accepted by relevant EE lighting and China's
policies) from completed policy GOC agencies™. lighting industries to continue
study developed, and fed into the expanding ESL production
GOC law making process by EOP
* Documentation of proposed
* | One comprehensive policy study ESL policies
on increasing the domestic market | = no study | study See above
Activity 3.2.2: share of ESL s completed, accepted completed

% No detailed approved policies on the phasing out of the production and use of ILs
100 No detail ed approved policies on the widespread production and application of ESLs in the C& R sectors
101 No roadmap and a medium and longterm ESL promotion in place
102 policy developed is accepted by the government agencies ready for implementation in the period of the 12th Fiveyear Plan (2011-2015)
103 policy developed is accepted by the government agencies ready for implementation in the period of 12th Five-year Plan (2011-2015)

104 Roadmap and ESL promotion plan developed and completed ready for publicizing during the period of 12th Five-year Plan (2011-2015)

195 presently no continuous market monitoring
1% The proposed policy recommendations are expected to be issued in the 12th Five-year Plan period (2011-2015), according to national policy requirements
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Project Strategy

Objectively Verifiable Indicators

I ndicator

Basdline

Means of Gauging Success

Critical Assumptions

Development of policy
recommendations on
increasing domestic
market share of ESLs

and submitted to relevant GOC
agencies (including NDRC) by year
2

* || Relevant policy/legidation/

* Documentation of ESL
policies accepted by relevant
GOC agencies. The proposed

regulation (ESL poalicies) from Il =no policy | Il policy policy recommendations are
completed policy study developed, developed expected to be issued in 12"
and fed into the GOC law making Five-year Plan period (2011-
process by EOP 2015), according to national
policy reguirements
Activity 3.3.1: * An accepted and ready for - No roadmap | - Developed * Documentation of the
Development of China's implementation roadmap for 1L road map GOC/stakeholder agreed and
roadmap of IL phaseout | phase-out and expanded ESL accepted roadmap for lighting
promation by EOP industry ready for * Availability of
enforcement in 12 Five-year organizational, human and
Plan period (2011-2015) financial resources to
implement the roadmap and
Activity 3.3.2: * An accepted and ready for . No medium . Developed Documentation of the the medium and long term
Development of China's implementation medium and long and long medium and | GOC/stakeholder agreed and plan within the agreed
medium and long-term term plan for ESL promotion term plan long term accepted medium and long term | timeframe
plan for ESL promotion plan plan for ESL promotion ready

for enforcement in 12" Five-
year Plan period (2011-2015)
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SECTION I11: Total Budget and Work Plan

Award ID: 00062179

Award Title: PIMS 4166 CC FSP: Phasing-out Incandescent Lamps & Energy Saving Lamps Promotion (PILESLAMP)

CHN10
Project ID: 00050358

Project Title: PIMS 4166 CC FSP: Phasing-out Incandescent Lamps & Energy Saving Lamps Promotion (PILESLAMP)

Implementing Partner National Development and Reform Commission (NDRC)

Table 12: PILESLAMP Project Budget by Component

GEF Outcome/Atlas Responsible

Activity

Agent

Party/Implementing ngnmoer

INIER

Budgetary | Atlas Budget
Account
Code

Description

Annual Expenses, US$

Component 1. Lighting Industry Capacity Enhancement
NDRC GEF 71200 | International 75,000 86,500 75.400 236,900
experts
NDRC GEF 71300 National experts 220,000 147,600 188,000 555,600
Contractual
Activity 1.1: Promotion of NDRC GEF 72100 Services - 810,000 | 1,060,000 700,000 | 2,570,000
the conversion of IL Company
manufacturers NDRC GEF 71600 Travel 9,000 7,000 6,000 22,000
NDRC GEF 7a200 | Documentation 35,000 26,000 58,000 119,000
& Reproduction
NDRC GEF 74500 | Workshops and 205,000 | 200,000 120,000 525,000
miscellaneous ’ ’ ’ ’
Sub-Total 1,354,000 1,527,100 1,147,400 4,028,500
Activity 1.2: Improve'ment NDRC GEF 71200 International 78.200 82.100 32,000 192,300
of the Supply Capacity of experts
High Quality ESL NDRC GEF 71300 National experts 115,000 139,600 70,400 325,000
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Responsible Atlas Annual Expenses, US$

GEF Outcome/Atlas Party/Implementing Donor | Budgetary | Atlas Budget Total
Activity A Name | Account Description Year 1 Year 2 Year 3
gent Code

Contractual
NDRC GEF 72100 Services - 715,000 820,000 495,000 2,030,000
Company
NDRC GEF 72200 Equipment 80,000 0 0 80,000
NDRC GEF 71600 Travel 4,000 2,500 3,500 10,000
Documentation
NDRC GEF 74200 & Reproduction 30,000 35,000 42,000 107,000
NDRC GEF 74500 | Workshops and 129,000 | 146,000 | 125,000 400,000
miscellaneous ' ' ' '
Sub-Total 1,151,200 | 1,225,200 767,900 3,144,300
International
NDRC GEF 71200 experts 42,000 35,400 31,000 108,400
NDRC GEF 71300 National experts 40,000 38,200 30,000 108,200
o ) Contractual
Activity 1.3: Reduction of NDRC GEF 72100 Services - 80,000 95,000 60,000 235,000
environmental/hazardous Company
waste during ESL
production and product NDRC GEF 71600 H)i‘:e' & Study 3,000 0 2,500 5,500
disposal Documentation
NDRC GEF 74200 u : 40,000 0 40,000 80,000
& Reproduction
Workshops and
NDRC GEF 74500 miscellaneous 95,000 55,000 99,000 249,000
Sub-Total 300,000 223,600 262,500 786,100
Total for Component 1 2,805,200 | 2,975,900 | 2,177,800 7,958,900
Component 2: ESL Market Development and Product Promotion
Activity 2.1: International
Strengthening ESL NDRC GEF 71200 experts 26,740 26,740 0 53,480
Promotion networks to NDRC GEF 71300 National experts 10,000 9,000 0 19,000
implement large scale NDRC GEF 71600 | Travel 5,800 5,750 0 11,550
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GEF Outcome/Atlas
Activity

Responsible

Donor

Party/Implementing Name

Agent

Atlas

Budgetary | Atlas Budget

Account
Code

Description

Annual Expenses, US$

Total

promotion campaigns Contractual
NDRC GEF 72100 Services - 180,000 180,000 160,000 520,000
Company
Sub-Total 222,540 221,490 160,000 604,030
NDRC GEF 71200 g;ts;?f‘s“ona' 26,740 26,740 0 53,480
Activity 2.2: Improvement NDRC GEF 71300 | National experts 4,750 9,500 0 14,250
of marketing channels for
ESLs in large and NDRC GEF 71600 Travel 5,800 5,750 0 11,550
medium sized cities Contractual
NDRC GEF 72100 Services - 120,000 120,000 70,000 310,000
Company
Sub-Total 157,290 161,990 70,000 389,280
NDRC GEF 71200 g‘;g;?f‘st'ona' 26,740 53,480 26,740 106,960
Activity 2.3: Supporting NDRC GEF 71300 | National experts 9,500 9,500 0 19,000
expanded ESL marketing
channels in small cities NDRC GEF 71600 Travel 5,800 5,750 0 11,550
and rural areas Contractual
NDRC GEF 72100 Services - 700,000 | 1,100,000 260,000 2,060,000
Company
Sub-Total 742,040 | 1,168,730 286,740 2,197,510
International
B . NDRC GEF 71200 experts 14,740 0 0 14,740
Activity 2.4: Promotion NDRC GEF 71300 | National experts 9,500 9,500 0 19,000
and awareness
campaign to promote NDRC GEF 71600 Travel 5,800 5,750 0 11,550
demand for ESLs Contractual
NDRC GEF 72100 Services - 150,000 150,000 120,000 420,000
Company
Sub-Total 180,040 165,250 120,000 465,290
Activity 2.5: Facilitation of NDRC GEE 71200 International 0 14.740 0 14.740
more affordable and experts
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GEF Outcome/Atlas
Activity

Responsible

Donor

Party/Implementing Name

Agent

Atlas

Budgetary | Atlas Budget

Account
Code

Description

Annual Expenses, US$

Total

accessible financing NDRC GEF 71300 National experts 7750 15,200 15050 38,000

options for ESL NDRC GEF 71600 | Travel 5,800 5,750 0 11,550

applications Workshops and

NDRC GEF 74500 Misc 22,350 22,350 0 44,700
Contractual
NDRC GEF 72100 Services - 0 65,000 65,000 130,000

Company

Sub-Total 35900 123040 80050 238990

Total for Component 2 1,337,810 | 1,840,500 716,790 3,895,100

Component 3: ESL Policy and Institutional Support

Activity 3.1: Annual NDRC GEF 71300 National experts 15,000 15,000 11,000 41,000

investigation and Contractual

analysis of ESL market NDRC GEF 72100 Services - 70,000 80,000 60,000 210,000

development Company

Sub-Total 85,000 95,000 71,000 251,000

Activity 3.2.1: NDRC GEF 71300 National experts 15,000 20,000 10,000 45,000

Development of policy

recommendations on IL Contractual

manufacturers business NDRC GEF 72100 Services - 50,000 70,000 30,000 150,000

conversion Company

Sub-Total 65,000 90,000 40,000 195,000

Activity 3.2.2: NDRC GEF 71200 'enxtgg:f;'ona' 20,000 25,000 20,000 65,000

Development of policy -

recommendations on NDRC GEF 71300 National experts 10,000 12,000 18,000 40,000

increasing domestic Contractual

market share of ESLs NDRC GEF 72100 Services - 40,000 80,000 40,000 160,000
Company

Sub-Total 70,000 117,000 78,000 265,000

Activity 3.3.1 NDRC GEF 71300 National experts 10,000 10,000 0 20,000
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Responsible Atlas Annual Expenses, US$

GEF Outcome/Atlas Party/Implementing Donor | Budgetary | Atlas Budget
Activity A Name | Account Description Year 1 Year 2 Year 3
gent Code

Development of China's Contractual
roadmap of IL phase-out NDRC GEF 72100 Services - 30,000 30,000 60,000
Company
Sub-Total 40,000 40,000 0 80,000
NDRC GEF 71300 National experts 25,000 30,000 12,000 67,000
Activity 3.3.2 Contractual
Development of a NDRC GEF 72100 Services - 80,000 80,000 60,000 220,000
medium and long-term Company
plan for ESLs promotion
NDRC GEF 74500 \,\’Avi‘;erShOpS and 11,000 11,000 11,000 33,000
Sub-Total 116,000 121,000 83,000 320,000
Total for Component 3 376,000 463,000 272,000 1,111,000
Project Management Cost
1. Project Management PMO GEF 71200 g‘}‘z”at'ona' 65,000 67,000 67,000 199,000
Local
PMO GEF 71300 Consultants 30,000 30,000 30,000 90,000
(National CTA)
Local
PMO GEF 71300 Consultants 30,000 30,000 30,000 90,000
(PMO Director)
Local
PMO GEF 71300 Consultants 60,000 60,000 60,000 180,000
(PMO Staff 3)
Contractual Svc
PMO GEF 71400 — Individual 10,000 10,000 10,000 30,000
(Secretary)
PMO GEF 72200 Equipment 40,000 4,000 4,000 48,000
PMO GEF 71600 Travel 20,000 30,000 30,000 80,000
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. Atlas Annual Expenses US$
GEF Outcome/Atlas Responsible Donor | Budgetary | Atlas Budget
e Party/Implementing " Total
Activity A Name Account Description Year 1 Year 2 Year 3
gent Code

Documentation
PMO GEF 74200 & Reproduction 15,000 15,000 15,000 45,000
Workshops and
PMO GEF 74500 Misc 70,000 70,000 78,000 218,000
Sub-Total 340,000 316,000 324,000 980,000
PMO GEF 74100 | Professional 2,000 2,000 2,000 6,000
2 Monitoring & Services (Audit)
' ronng PMO GEF 71300 National Experts 0 4,500 4,500 9,000
Evaluation o Fonal
nternationa
PMO GEF 71200 Experts 0 20,000 20,000 40,000
Sub-Total 2,000 26,500 26,500 55,000
Total for Project Management 682,000 658,500 674,500 1,035,000
GRAND TOTAL 5,201,010 | 5,937,900 | 3,841,090 | 14,000,000
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SECTION 1V: Additional Information

PART |: Other Agreements (See attached)

A. GEF Operational Focal Point Letter of Endorsement (L OE)
B. Co-Financing Letters (LOC) and Expression of Interests (EOI)

Attached separately
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PART II: Stakeholder Involvement Plan

During the project development stage, several stakeholders were consulted through a survey, and
round table discussions. The following are the stakeholders of the PILESLAMP project and their
expected role in the project:

Table 13: Role of Stakeholders

I nstitution Rolein PILESLAMP

NDRC

Overall management of the project development and
implementation activities

NECC

Coordination of project development and implementation
activities.

CsC

Involved in the project development activities; Expected to be
involved in the implementation of ESL market development and
in the ESL product promotion activities

CALI

Involved in project development activities; Coordination of the
implementation of the lighting industry capacity enhancement
activities

NLTC

Involved in project development activities, Expected to be
involved in the implementation of lighting industry capacity
enhancement activities

CNIS

Involved in project development activities; Expected to be
involved in the implementation of lighting industry capacity
enhancement activities

Lighting Manufacturers

Involved in the stakeholder consultation processes during the
project development stage; Expected active involvement in the
demonstration activities, and in the consultations regarding ESL
policy making and regulatory framework development activities

Conservation Association

EMCA Expected active involvement in ESL market promotion activities
China Academy of Expected active involvement in the technical capacity

Lighting development activities

China Energy Expected active involvement in the technical capacity

development activities

Loca Governments™’

Support the development and implementation of PILESLAMP
project activities within their constituency and areas

197 This refersto local governments where the promotional and pilot/demonstration activities will be carried out
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PART I1l: CO, Emissions Reduction Estimates

Summary

Direct CO, Emissions Reductions

1. The PILESLAMP includes the implementation of activities intended to promote the
widespread applications of ESLs and EE lighting technologies in the commercia &
residential sectors.

2. The assumptions used in the estimation of CO2 emissions reductions are as follows:

Continued economic, technological and societal development

As the project does not foresee a continuously operating financing mechanism after the
project's end, direct emission reductions will only result from activities during the
project’s lifetime: i.e. the conversion of IL manufacturing lines to ESL manufacturing and
from subsidizing CFLs for low income rural families. However, depending on the
investment lifetime will continue to accrue in the subsequent years.

Direct emission reduction will in particular result form the project’s supported
demonstration projects of incandescent GLS manufacturer’s conversion to ESL
manufacturing, whereas the energy savings from the CFLs produced on the converted
lines and used nationally are counted as direct energy savings from PILESLAMP
implementation

Any 40-60W Incandescent GLS (average 50W) not produced will be exchanged with
13W CFL at the end-user side.

Average lifetime of a production line conversion project will be 10 years

Further direct emission reductions will accrue from the subsidized distribution of about
1.8 Million CFLs to low income rural households. Here, in rural areas, on average a 40W
incandescent GL S will be exchanged with 9 W CFL

Average lifetime for efficient lighting EE projects (from GEF manual) will be 5 years
Average CO, emission factor for China's electricity generation is 1.0982 Mt per MWh
Average transmission and distribution losses are =10%

Only 50% of the overall emission savings from business conversion will accrue
nationally, as the Chinese lighting ndustry is strongly export oriented. Export statistic
show that around 50% of incandescent GL S are exported.

Table 14: Direct Energy Savingsduring PILESLAMP Implementation

Baseline Project Percent Cumulative
electricity

GEF électricity
consumption
(GWhlyr)

electricity electricity Project
savings savings (%) electricity
(GWhlyr) savings (GWh)

consumption
(GWhlyr)

2009 Not significantly
2010 709,078 different
2011 1,034,750'%® 1,033,750 1,000 »0.1 1,000
2012 1,172,650™ 1,168,750 4,000 =04 5,000
108 +10%
109 +119%
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Table 15: Direct CO, Emissions Reductionsduring PILESLAMP Implementation

Y ear

Baseline CO, Alternative GEF CO, Cumul. CO»,

% CO,

emissions CO, emissions reduction Reduction

(Mtons/yr) Mtons/yr) (Mtons/yr) ReellElEn (Mtons)
2012 1,288" 1,284" 4.4 =0.4 =5
@ Comparedto Table15 above

Indirect CO, Reductions

3. There will be a significant amount of indirect CO2 emissions reductions due to the
PILESLAMP project. The indirect impacts will result from the following the following:

Further manufacturers will follow the business conversion case studies and convert their
incandescent GLS manufacturing business to ESL manufacturing. For demonstration
activities coupled with capacity building and market transformation activities the GEF
GHG benefits calculation guideline proposes a replication factor of ‘3’ within 10 years™™.
Asinitially 23 manufacturers and with atotal production capacity of 150 Million ILs are
targeted, it is assumed that 69 manufacturers with another 450 Million IL production
capacity will be converting their business as an indirect result from PILESLAMP after
EOP.

Increased awareness on the benefits of ESL

Significant promotion capacity efforts for ESL in particular in rural areas

Improved EE standards

Improved ESL promotion policies

According to the GHG Benefit Calculation Manual the ‘bottom-up’ replication factor
from GEF is ‘3 for demonstration projects (business conversion of IL manufacturers) and
market transformation activities (CFL subsidy in rural areas)

Below ‘top-down’ calculations are based on the market and technology replacement
potential of about 2 billion installed incandescent GLS in China. This equals a practical
phase-out of GLS.

The ‘top-down’ GEF causality factor is estimated as 40% as the current baseline shows
already a strong shift towards ESL — however, particular restricted to urban areas.

4. Considering the barrier removal activities that will be carried out under PILESLAMP, it is
deemed that the GEF influence in achieving the abovementioned CO2 emission reductions
during the influence period, which in this case is until 2022, would be substantial, relative to
what would happen during the project period. In this regard, some of the indirect CO2
reduction can be attributed partly to the interventions that will be carried out by PILESLAMP
such as the business conversion case studies, promotion activities and ESL promotion policy
development. Although the impacts would be high, it is estimated that PILESLAMP impacts
can be taken as conservatively with 40% of the estimated direct CO2 emission reductions
based on the market and technology potential approach.

110 Manual for Calculating GHG Benefits of GEF Projects: Energy Efficiency and Renewable Energy Projects,
GEF 2008, page 16
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Total CO, Emissions Reduction
Table 16: Total CO, Emissions Reduction Attributed to PILESLAMP

Quantity

Particulars ‘ RENEEE
(Mtons)
resulting from business conversion demonstration projects and
Direct CO, 43.7 subsidized distribution of CFLs to low income households in
rural areas
Direct Post- ol
Project CO,
. 1311- ‘bottom- up’ versus*
Indirect CO; 193.7 top-down’ IC;:lpproach112
Total 174.8 - ‘bottom- up’ versus
237.4 top-down’ approach

Total CO, reduction = Direct CO, + Direct post-project CO, + [Indirect CO2top-down’ * GEF
Causality Factor]
or + Indirect CO3 pottom up’

Total CO, Reduction = 175 - 237 million metric tons

11 The post project energy savings from continuously operating CFLs are already included inthe direct energy
savings. According to the GEF GHG cal culation guideline (see previous footnote) all energy savings accruing
from an investment made during the project duration over the investment lifetime (for efficient lighting EE
projects 5 years, for converted manufacturing lines 10 years) are considered direct emission reductions from the
project. Direct post — project emission reductions are, according to GEF, defined as emission reductions from
investments facilitated from the project after EOP, i.e. with continuously operating revolving investment funds.
112 Refer to the GEF Manual for Calculating GHG Benefits
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PART | V: PROJECT RISKSAND ASSUMPTIONS

1. While al efforts are made to ensure the effective design and implementation of the project
activities, there are some risks that have to be addressed to ensure success of the project. The
Project Planning Matrix (Sec I, Part 1) shows a detailed overview of the project’s risk and
assumptions. The principal risks, which can potentially hinder the successful project
implementation and/or reduce project effectiveness, relate to:

Component 1 — Business conversion demonstration projects — the main risk is identified
in lacking interest or financing of/for manufacturers to invest in business conversion. The
adequate mitigation strategy will rely on demonstrating the business opportunities
accruing from national and international Phase-out strategies for ESL producers one hand
and on cooperation with the financing sector and targeted programs (e.g. the IFC
supported ‘Utility Based Energy Efficiency Financing Program) as well as identifying
and responding to the needs of the targeted manufacturers.

Component 2 — Promotion of ESL risks having an only short term impact if sustainability
aspects are not adequately considered. The project intends therefore to build on existing
structures wherever possible and enhancing their capacity to deploy sustained ESL
promotion programs in rural areas in co-operation with stakeholders like ESL
manufacturers but also the electricity sector. A second risk under Component 2 is
reaching the target group of low income rural families. Here the program management
intends to work with organizations, which have an established outreach to this target
group.

Component 3 — Policy development: the inherent risk lies in the fact that policies might
be recommended but not implemented. However, the project will be implemented under
the guidance of leading policy developing bodies in China, NDRC and ERI together with
CSC and CNIS. This coalition will ensure that provided the macroeconomic framework
remains stable and current energy policies world-wide will follow their current trajectory,
the policies developed under this project will be indeed taken up and implemented

2. To address these risks, the project has to establish effective means to monitor and to the
extent possible mitigate these risks. Mitigation measures include reviewing project
implementation strategy including the regional and sectoral targets, discussion with
stakeholders and mobilization of additional institutional support. The different risks that were
identified during the PILESLAMP formulation exercise and the recommended mitigation
measures are the following:

Table 17: Summary of Risk Mitigation measures for thePILESLAMP

Risk Lg/iilk()f ‘ Mitigating Actions
Lacking interest or financing | Moderate | - Co-operation with the financing sector and targeted
of/for manufacturers to programs (e.g. the IFC supported * Utility Based
invest in business Energy Efficiency Financing Program)
conversion - |dentifying and responding to the needs of the

targeted manufacturers

Promotion of ESL risks Medium | - Build on existing structures wherever possible
having an only short term - Enhancing capacity of partners to deploy sustained
impact ESL promotion programs
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Mitigating Actions

Co-operation with stakeholders like ESL
manufacturers but also the electricity sector.
Difficulty in reaching target | Moderate | - Work with partner organizations, which have an
group of low income rural established outreach to this target group.
families.
Policies might be Low - Project implementation via leading policy
recommended but not development bodies
implemented - Involvement of policy makersin the policy
development and review process

3. At the inception stage of PILESLAMP the project risks and assumptions will be reviewed,
and where necessary additional project risks will be identified. In addition, also as part of the
project inception activities, a detailed risk management strategy for project implementation
will be prepared.

Part V: Monitoring & Evaluation Plan and Budget

The following summarizes the annual targets for high-level success indicators that will be
monitored to gauge the effectiveness and impacts of the PILESLAMP. More detailed indicators
for each project activity are shown in the Project Planning Matrix (Part I1)

Table 18: Annual Targetsfor Project Outcomes

Proj ect Suss=slidleiers Annual Target
Strategy Yri | Yr2
GOAL CO2 emission reductions, 0 0 29 44
Mtons/yr
OBJECTIVE Electricity savings, GWh/yr 4,000
Component 1: # of IL manufacturers that 0 0 1 2.3
Lighting Industry | convert production to ESL
Capacity Annua volume of ESL
Enhancement production( billion) 0 3 3.2 3.5
# of IL manufacturers trained on
conversion techniques 0 5 20 30
# of new EE standards proposed 0 1 2 -
# of national labs that test 0 0 1 >
hazardous materials
# of lamp manufacturers trained
on cleaner ESL production 0 15 30 %0
# of waste ESL recycling/ 0 1 2
recovery facilities operational )
Component 2: Rural area ESL market share 5% 6% 8% 10%
ESL Market % of households using ESLsin
Development & large cities 0% % 8% W%
Product Promotion | o ' i
% of hqqseholds using ESLsin 5% % % 10%
small cities & rural areas
# of provinces actively
participating in ESL promotion 0 10 10 10
network
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Success | ndicators

Annual Target

Yril

Yr 2

# of _GL I Cs operational and 5 10 10
tracking results
# of retailers/supermarkets
participating in small city ESL 5 7 10
pilots
# of banks/financial institutions 0 5 10
trained on ESL finance programs
Component 3: Detailed lighting market survey 1 1 1
ESL Policy & completed and updated
Institutional Policy proposal on IL ;
Support manufacturers’ business Formulated Implementing
; . rules and 1
conversion completed and policy regulations
submitted
Policy proposal on increasing Implementing
domestic market share of ESL ForrglLiJ::ated rules and 1
completed and submitted polcy regulations
Roadmap completed for IL Drafted
phase-out and expansion of ESLs roadmap & 1
designed 1 roadmap promotion
promotion plan
plan

Monitoring Plan

The following table summarizes the monitoring plan for the high-level success indicators of the
PILESLAMP

Table 19: Monitoring Plan for PILESLAM P

Targets

Sampling

Success Indicator s Means of Verification L ocation
(EOP) Frequency
* Monitoring reports on changes
in average lighting products
efficiency and sales; to be PMO
provided to the PMO A
o - nnually, .
GHG emission reductions | 4.4 Mtons/yr * Off|C|_aI statistical data on starting with National
electric power consumption ear 1 Bureau of
* Project reports indication the y Statistics/
progress and results of business China
conversion projects aswell as
the planned subsidy activity
Electricity savings 4.011 GWhl/yr | * Sameas above Same as above | PMO
Improvement in % market . _I\/Iomtormg_rep(_)rts on changes | Annually PMO
sh 15 in average lighting products
are .
efficiency and sales
ioc;fvlel;tmfggzifitgﬁrjthal 2.3 e CALI reports and information Annually PMO
ESL P ] provided by manufacturers
Annual volume of ESL 35 * Industry and Customs dataon | Annually PMO
production( hbillion) ' production levels
qt#o_f IE; manufactur_ers - Project reports and training Annually PMO
rained on conversion participant lists
techniques
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Success | ndicator s

Targets

M eans of Verification

Sampling

L ocation

(EOP)

Frequency

# of new EE standards ° « Draft standards available for EOP PMO
proposed review by stakeholders
# of national labs that test * Results of international test lab | EOP PMO
hazardous materials 2 round robin results and lab
reports

# of lamp manufacturers o Dr - Annually PMO
trained on cleaner ESL 50 E;?giﬁ);??{;sand training
production
fegg\%?)s/t?aiﬁ:_tizcydmg/ 2 * Project reports and information EOP PMO

. submitted by manufacturers
operational
Rural area ESL market 10% * Market monitoring information | Annually PMO
share from annual surveys
% of households using 9% * Market monitoring information | Annually PMO
ESLsin large cities from annual surveys
% of householdls.usi ng * Market monitoring information Annually PMO
ESLsinsmall cities & 10% from annual surveys
rural areas
# of provinces actively Annually PMO
participating in ESL 10 * Project annual progress report
promotion network
Zn?jf tcr;al‘c:((i:nsgofeirjtt'snal 10 * Project annual progress report Annually PMO
# of Annually PMO
retailers/supermarkets 10 * Project annual progress report
participating in small city
ESL pilots
# Of. bankS/f' na_nC|aI * Project reports and information EOP PMO
Institutions tra ned on 10 submitted by manufacturers
ESL finance programs
Detailed lighting market * Results of detailed survey Annually PMO
survey completed and 1 showing regularly updated,
updated accurate market data
Policyproposa,\l on!L  Detailed policy proposal EOP PMO
g?/u;?s??r:irc?mztlftgdezsn d 1 submitted to rel e'vgnt
submitted government agencies
ﬁc:!;gsiprg%%sn?e;?c Detai!ed policy proposal EOP PMO

1 submitted to relevant government
market share of ESL agencies
completed and submitted
Roadmap completed for Roadmap & Roadmap and plans completed, EOP PMO
IL phase-out and detailedlong- | with detailed reports
expansion of ESLs term promotion | documenting stakeholder review
plan process and results

Monitoring & Evaluation Budget

The following table summarizes the budget for the various monitoring & evaluation (M&E)
activities that will be carried out to manage and gauge the effectiveness of the PILESLAMP
implementation. The table also shows the parties responsible for each M&E activity and the time

frame of each activity.
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Table 20: M& E Budget for P

ILESLAMP Project

Time Frame

Typeof M& E Activity

Responsible Parties
Project Manager

Budget US$'*

Within first 2 months

Inception Report (IR)

UNDP China; UNDP/GEF

Part of PM Budget

Inception Workshop (IW) = UNDP-China Part of PM Budget | of project start up
= UNDP/GEF
= Project Team a) Draft IR before IW

b) Fina IR after IW

M easurement of Means of =
Verification & M&E for the ]
demos, pilots, voluntary
commitment activities.

Project Manager
Project team members

185,000

Start, mid and end of
project

UNDP-GEF RCU

M easurement of Means of = Qversight by UNDP-GEF Annually prior to
Verification for Project Technical Advisor and PM Part of PM Budget | APR/PIR and annual
Progress and Performance = Measurements by NDRC work planning
APR and PIR = Project Team Annually

= UNDP China Part of PM Budget

= UNDP-GEF
Tri-Partite Review (TPR) and | = GOC Counterparts Every year, upon
TPR report . UNPP China Part of PM Budget receipt of APR

= Project team

PSC Meetings .

Project Manager
UNDP China

Part of PM Budget

Following Project IW
and subsequently at
least once ayear

UNDP-GEF RCU
External Consultants

Periodic status reports = Projectteam To be determined by
Part of PM Budget | Project team and
UNDP China
Technical reports = Project team 30.000 TBD
= Hired consultants as needed '
Mid-term External Evaluation | = Project team At the mid-point of
= UNDP- China project
« UNDP-GEF RCU 24,500 implementation.
= External Consultants
Final External Evaluation = Project team At the end of project
= UNDP China 24500 implementation

staff travel coststo becharged | =

UNDP-GEF RCU (as

Part of the PM

Terminal Report = Project team At least one month
= UNDP China Part of PM Budget | beforethe end of the
= External Consultant project

Lessons learned = Projectteam Annually
= UNDP China 5,000
= UNDP-GEF RCU

Audit = UNDP China 6,000 Annually
= Project team

Visitstofield sites (UNDP = UNDP China Annually

and UNDP staff and travel expenses

to A fees) appropriate) Budget'*
= Government representatives
TOTAL INDICATIVE COST (Excluding project team staff time $275.000

113 Most of the listed M&E activities listed in the table are among the project management activities. Hence the

budgets for such activitiesareinclu

ded in the PM budget.

114 Thisis part of the PM travel budget.
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Annex |: Preliminary List of EE Lighting Production & Application Demonstrations

Demonstration
Project

Project Owner

Type of
Business

Total prod'n
vol. replaced
/Lighting

I nvestment
Cost, US$

Expected Savings

Total Cost,

Brief Description

system cap

Conversion of 2- 3 2-3 ChineseIL IL 150 Million 36,500,000 394 TWh/10” | 1,122,000/TWh Manufacturers will convert their
manufacturing lines for | manufacturers, manufacturing Lamps/a years »1 US$/ton CO, IL production businessto ESL
ILs from the list of »5.32 TWh/a® production and will reduce their
manufacturers IL output by total 150 million
expressing interest lamps/year
in supporting
PILESLAMP'®
CFL distribution GOC, several 1.8 MillionCFL | 2,700,000 0.4 TWh/5° 6,750,000/ TWh 1.8 Million CFLswill be
program provincesto be distributed years » 6.2 US$/ton CO, | distributed to rural households
decided upon replacing 40W IL

during project
implementation

& based on an average wattage of 50W as discussed with Chinese industry representatives
b assumed lifetime of an ESL production line
“based on GEF lifetime for EE lighting pilot

115 See Table 9, page 52
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SIGNATURE PAGE
Country: China

UNDAF Outcome(s)/Indicator(s):

By the end of 2010, more efficient management of natural resources and devel opment of
environmentally friendly behavior to ensure environmental sustainability (with special focus
on energy, biodiversity and water resources)

Expected Outcome(s)/Indicator (S):
End-use energy efficiency and application of new and renewable energy technologies

improved

Expected Output(s)/Indicator(s):
Energy Consumption per unit GDP decreased

Implementing partner: National Development and Reform Commission (NDRC), China

Programme Period: 2008-2012 Total budget: $84,000,000
Programme Component: Energy and Environment Allocated resources:

Project Title: Phasing-out Incandescent Lamps & . GEF $14.000,000
Energy Saving Lamps Promotion (PILESLAMP) - Government $18,900,000
Project ID: 00050358 (PIM S 4166) - Private Sector $32,000,000
Project Duration: 4years - Other: $600,000
Management Arrangement: NEX - In-kind contribution $18,500,000

Agreed By:

Government of People' s Republic of China

Signature Date Title
UNDP China
Signature Date Title
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