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I nt roducti on

1. At its eleventh neeting, the Open-ended Wrking Goup of the Parties to
the Montreal Protocol is to consider issues on the agenda as comuni cated to
the Parties in docunent UNEP/ OzL.Pro/Ws 1/11/1 and UNEP/ OzL. Pro/ W& 1/ 11/ 1/
Add. 1 and make reconmendations to the Seventh Meeting of the Parties.

2. Article 6 of the Montreal Protocol on Substances that Deplete the

Ozone Layer, as anmended in 1992, provides that the Parties shall assess the
control rmneasures provided for in Article 2 and Articles 2A to 2H on the basis
of available scientific, environmental, technical and econonic information at
| east every four years beginning in 1990. The |ast such assessnent was

conpl eted in Novenber 1991. The Fourth Meeting of the Parties, held in 1992,
adj usted and anended the Protocol on the basis of this assessnent and
requested the assessnent panels to conplete their next assessnment and submit
their reports to the Secretariat by 30 Novenmber 1994 (decision 1V/13). The
Assessnent Panel s, have conpleted their work for the 1994 assessnment. A
synthesis of their reports, prepared by the Co-Chairs of the Panels, and al

t he assessnment reports have been distributed to all the Governnments and to

ot her rel evant organizations. Pursuant to Article 2, paragraph 9, of the
Montreal Protocol, the Parties nay deci de, based on assessnments nmade pursuant
to Article 6, whether further adjustnments and reductions in production or
consunption of the controlled substances should be undertaken and, if so,
what the scope, anount, and timng of any such adjustnents and reductions
shoul d be. They may al so deci de on any necessary anmendnent of the Protocol
followi ng the procedures in Articles 9 and 10 of the Vienna Convention

The report of the Executive Conmittee on the review under Article 5,
paragraph 8, item3 (f) of the provisional agenda also facilitates such
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further anendrment of the Protocol while item3 (g) of the provisional agenda
relates to the presentation and consolidation of the proposals for
adj ustments and anendnents to the Protocol.

3. Itens 4 and 5 of the provisional agenda relate to clarification of the
terns "quarantine", "pre-shipnent applications" (used in Article 2H) and
"basi c donestic needs" (used in Articles 2Ato 2F and in Article 5).

Item 4 bis of the provisional agenda deals with the report of the

Executive Committee on neeting the needs of devel oping countries for
control | ed substances during their grace and phase-out periods. Itens 6 and
7 relate to the Financial Mechani sm

A Item3 (a): Presentation of the report of the Scientific Assessnent
Panel by Co-Chairs of the Panel, and di scussion

4, The report of the Scientific Assessnent Panel was distributed in
January 1995 to all CGovernnents and ot her rel evant organizations. The
report concl udes that:

(a) The atnospheric growmh rates of several major ozone-depleting
subst ances have sl owed, denonstrating the expected inpact of the
Montreal Protocol and its amendnents and adj ustnents;

(b) The atnospheric abundances of several of the CFC substitutes are
i ncreasi ng;

(c) Record | ow global ozone |evels were observed in 1992 and 1993;

(d) Decreases in ozone abundances of about 4-5 per cent per decade at
the northern and southern md-Iatitudes continue to be observed by both
ground- based and satellite-borne nmonitoring instrunents;

(e) It has been confirned that hal ogen chenistry plays a larger role in
the chemical destruction of ozone in the | ower stratosphere at the mid-
| atitudes and the conclusion that anthropogenic chlorine and bromni ne
conpounds are the cause of polar ozone depletion has been strengthened;

(f) The Antarctic ozone "holes" of 1992 and 1993 were the nost severe
on record;

(g) Ozone | osses have been al so detected in the Arctic;

(h) The link between a decrease in stratospheric ozone and an increase
in surface ultraviolet (UV) radiation has been strengthened

(i) Methyl bronide continues to be viewed as a significant ozone-
depl eti ng conpound;

(j) Qzone | osses cause a gl obal -nean cooling of the | ower stratosphere;

(k) Tropospheric ozone has increased in many regi ons of the Northern
hem sphere;

(1) Peak and major inplications of the global ozone | osses are expected
to occur in the period around the year 1998;
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(m Maxi mum ozone | osses, relative to the late 1960s, will likely
be between 6-13 per cent at northern mid-latitudes and about 11 per cent
at southern mid-Ilatitudes. Such changes wi Il be acconpani ed by an

8- 15 per cent increase in surface erythemal radiation

(n) There are four approaches to | owering stratospheric chlorine and
brom ne abundances in the early decades of the next century. The percentage
reductions in the future chlorine Ioading, relative to full conpliance to the
Prot ocol as anended i n Copenhagen, for each of these approaches:

(i) Elimnation of the emi ssions of nmethyl bronide by the
year 2001 - 13 per cent;

(ii) Eimnation of em ssions of HCFCs by the year 2004 -
5 per cent;

(iii) No release into the atnosphere of the hal ons presently
contai ned in the equipnent - 10 per cent;

(iv) No release to the atnosphere of the CFCs presently contained
in equi prent - 3 per cent.

B. Item3 (b): Presentation of the report of the Environnental Effects
Assessnent Panel by Co-Chairs of the Panel, and di scussion

5. The report of the Environnental Effects Assessnent Panel was distributed
to all CGovernnments and rel evant organi zations in January and February 1995.
The report concludes that:

(a) Enhanced WV levels are clearly associated with the Antarctic
springtime ozone reductions;

(b) dobal W levels are predicted to peak around the turn of the
century;,

(c) The increase in W-Bradiation is likely to have a substanti al
i mpact on human heal t h;

(d) Potential risks include increased incidence of eye di seases and of
skin cancer and infectious diseases, with concomtant increases in norbidity;

(e) WV radiation has been shown in experinental systens to danage the
cornea and |l ens of the eye;

(f) In areas of the world where infectious di seases al ready pose a
significant challenge to human health and in persons with inpaired i rmune
function, the added inmpact of UV-B-induced i mmune suppression could be
significant;

(g) In susceptible (light-skinned) populations, U/-B radiation is the
key risk factor for devel opnent of non-nel anoma skin cancer (NMSC). It is
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estimated that a sustained 1 per cent decrease in stratospheric ozone will
result in an increase in NVMSC incidence of approximately 2 per cent;

(h) Plant growmh can be directly affected by UV-B radiation; in
agriculture, this will necessitate using nore U/-B-tolerant cultivars and
breedi ng new ones; in forests and grasslands, this will likely result in
changes in species conposition. Therefore, there are inplications for the
bi odiversity in different ecosysterns;

(i) Indirect changes caused by UW/-B (such as changes in plant form
bi omass allocation to parts of the plant, tim ng of devel opnental phases and
secondary netabolisn) nay be equally, or sonetimes nore, inportant than the
damagi ng effects of UV-B

(j) There is a direct reduction in phytoplankton production due to
increases in UV-B; one study has indicated a 6-12 per cent reduction in
phyt opl ankt on production in the marginal Antarctic ice zone;

(k) Solar UV-B radiation has been found to cause danage to early
devel opnental stages of fish, shrinps, crabs and anphi bi ans;

(1) Increases in solar UV-B radiation could affect terrestrial and
aquati ¢ bi ogeochem cal cycles thus altering both sources and sinks of
greenhouse gases and chemically inportant trace gases;

(m In aquatic ecosystens, prinmary production is inhibited by enhanced
UV-B radi ati on;

(n) Trifluoroacetate (TFA), a tropospheric oxidation product of certain
HFCs and HCFCs, is nmildly toxic to nost marine and freshwater phytopl ankton
It can be broken down by micro-organi sms;

(o) The shorter UWV-B wavel engths' processes are nainly responsible for
phot o- damage rangi ng from di scolouration to | oss of nechanical integrity.

C. Item3 (c): Presentation of the report of the Technol ogy and
Econoni ¢ Assessnent Panel by Co-Chairs of the Panel
and di scussi on

6. The report of the Technol ogy and Econoni ¢ Assessnent Panel (TEAP) has
been communicated to all the Governnents and rel evant organi zations. The
findings of the report are:

(a) The devel oped countries, except for a nunmber of countries with
econom es in transition (CElTs), have phased-out halons by 1 January 1994
and are on schedul e to phase-out other substances of Annexes A and B by
1 January 1996;

(b) Halon-1301 banking is fully functional in nany countries and
hal on 1211 banki ng i s being consi dered;

(c) The remaining difficult challenges concern netered-dose inhalers,
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cl eani ng of aerospace equi pnent and | aboratory and anal yti cal applications;

(d) Srmuggling of newy produced substances described as recycled is
taki ng pl ace and needs to be curbed;

(e) Methyl brom de has been virtually phased-out in the Netherlands and
reduction is at an advanced stage in a few other countri es;

(f) The devel oping countries are maki ng progress in the phase-out of
CDS and in a nunber of areas with the assistance of the Multilateral Fund for
the I nplenentati on of the Montreal Protocol and cooperation with
mul tinational conpanies and organi zati ons. Many chal | enges renain;

(g) It seens inevitable that in 1996, non-conpliance will occur in
several CElITs. Significant efforts are required for eventual conpliance;

(h) HCFCs renmain critical for neeting the near-term CFC phase-out goal s
and are necessary for certain new refrigeration and air-conditioning
applications, for servicing existing installations, for some products and for
several inportant snmall uses. It is technically and econonically feasible to
reduce the HCFC cap;

(i) The essential-use process functioned successfully in 1994;

(j) In order to avoid disruption in trade in recycled halons due to the
application of the Basel Convention on Transboundary Myvenents of Hazardous
Wastes and their Disposal, Parties to the Montreal Protocol nay adopt the
deci si ons suggested in the Panel's report with regard to such trade;

(k) TEAP and the Technical Options Comittees nay be re-organized for
sust ai nabl e operation

7. The Fifth Meeting of the Parties (decision V/19) requested TEAP to
assess and report on what control neasures for Annex C substances (HCFCs and
HBFCs) and Annexes E substance (nethyl bromide) are feasible for Parties
operating under Article 5, paragraph 1. TEAP has found that there has been
nore rapid progress than predicted in conmercializing non-HCFC repl acement of
CFCs and halons, and that it is possible to nove to non-ODS alternatives and
substitutes in a single step, instead of first to HCFCs and then to non- ODS.
The report nentions many di sadvantages of a grace period with regard to
HCFCs for Parties operating under paragraph 1 of Article 5, such as wastefu

i nvestnments in HCFC technol ogi es; increased costs due to two transitions;

| oss of access to export markets; and the possibility of dunping of obsolete
HCFC equi pnent in devel opi ng countries and of owners of HCFC equi pment facing
difficulties in finding parts for equi pnment marketed in only a few | ocati ons.
TEAP considered it feasible to reduce the HCFC cap in devel oped countries.

8. The TEAP final report in March 1995 will evaluate a nunber of scenarios
for HCFCs for both devel oped and devel opi ng countries.
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9. Regar di ng nmet hyl bronide, the Methyl Bronide Technical Options Conmittee
(MBTOC) has reconmended that the base for Parties operating under paragraph 1
of Article 5 could be the average for consunption for the years 1997-1999 and
a nine-year grace period, with review conducted every three years to assess
progress towards devel opnment and i nplenmentation of alternatives. TEAP has
suggest ed a nunber of approaches for control neasures for such Parties,
including a 1991 base year, a cap for quantity of uses other than quarantine
and pre-shipnent, prohibition of construction of new facilities using

nmet hyl bronide, etc. The March 1995 report of TEAP is to consider further
scenari os.

10. In decision V/20, the Parties of their Fifth Meeting requested TEAP to
consi der possible application of trade neasures under Article 4 of the
Protocol to HCFCs and nethyl bromide. Article 4 contains provisions
regarding control of trade with non-Parties with respect to the controlled
subst ances, products containing the substances and products made with but not
cont ai ni ng the substances. TEAP concl uded that:

(a) In viewof the small nunber of ratifications of the
Copenhagen Anendnent so far (39 as at 31 Decenber 1994), trade restrictions
on HCFCs at this stage could prolong the dependence of the non-Parties to the
Copenhagen Anendnment on CFCs and result in greater harmto the ozone | ayer;

(b) It is technically feasible to identify products containi ng HCFCs
and i npose trade restrictions on the inport of such products from non-
Parties. However, such trade restrictions increase the trade in products
cont ai ni ng CFCs;

(c) It would be difficult to identify products made with but not
contai ning HCFCs and, therefore, it is difficult to inpose trade neasures in
respect of those products.

11. TEAP has reconmended that the Secretariat's opinion be obtained on the
success of the CFC trade neasures. The Secretariat is of the opinion that
the trade neasures have been successful in pronoting the Montreal Protocol
However, the Secretariat concurs with TEAP that the Wrking G oup should
consi der the appropriate tine for inposing trade neasures for HCFCs.

12. Concerning nethyl bromide, as in the case of HCFCs, any trade neasures
coul d cause problens for Parties that have not yet ratified the

Copenhagen Anendrent, but TEAP has recommended a tinetabl e which should give
enough tinme to allow those Parties that have not yet ratified the Copenhagen
Anmendnent to do so. TEAP recommended that the Parties consider the
fol | owi ng:

(a) As of 1 January 1996, each Party shall ban the inport of nethyl
brom de fromnon-Parties (at the present tinme, nmethyl bronide is produced
only in countries that are Parties to the Protocol);

(b) As of 1 January 1998, each Party shall ban the export of nethyl
brom de to non-Parti es;
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(c) By 1 January 1997, the Parties shall deternine the feasibility of
banning or restricting the inport of products containing nmethyl bronide from
non-Parties. |If determined feasible, the Parties shall, follow ng the
procedures contained in Article 10 of the Vienna Convention for the
Protection of the Ozone Layer, elaborate in an annex a list of such products.

Parties that have not objected to the annex, shall, in accordance with those
procedures and begi nning one year fromthe annex entering into force, ban the
i mport of those products fromnon-Parties;

(d) By 1 January 1998, the Parties shall deternine the feasibility of
banni ng or restricting inports of products nmade with, but not containing
nmet hyl bromi de fromnon-Parties. At the present tine, TEAP is not able to
recommend any restrictions on products nade with, but not containing,
nmet hyl bromni de, because of technical difficulties in detecting whether or not

nmet hyl bromi de was used in their production or storage. |If deterni ned
feasible, the Parties shall, followi ng the procedures in Article 10 of the
Vi enna Convention, elaborate in an annex a list of such products. Parties
t hat have not objected to the annex, shall in accordance with those

procedures and begi nni ng one year of the annex entered into force, ban the
i mport of these products fromnon-Parties.

D. Item3 (d) (i): Presentation of the report of the Assessnment Panels
on eval uation of the technical and econonmic feasibility, and the
environnental, scientific and econom c inplications of the
alternatives to hydrochl orof | uorocarbons and
net hyl broni de (decision VI/13)

13. At their Sixth Meeting the Parties to the Montreal Protocol, requested
the Assessnent Panels to evaluate the technical and econonmic feasibility and
the environnental, scientific and economic inplications of the alternatives
to hydrochl or of | uorocarbons and nethyl brom de (decision VI/13). The report
of the Panels on this issue will be ready by 31 March 1995 and will be
circulated to all the Governments and rel evant organi zati ons.

E. Item3 (d) (ii): Presentation of the report of the Technol ogy
and Econom ¢ Assessnent Panel on el aboration of the uses,
em ssions and alternative process agents to controlled
subst ances used as process agents (decision VI/10)

14. By decision VI/10 of the Sixth Meeting of the Parties to the Mntrea
Protocol, TEAP was requested, inter alia, to identify uses of controlled
subst ances when used as process agents and to evaluate alternative process
agents or technol ogies or products avail able to replace controll ed substances
in such uses. The report of TEAP on this issue will be ready and circul ated
to all the Governnents only in May 1995. The Open-ended Wrking G oup may

wi sh to consider this report at its twelfth neeting after receipt of the
TEAP report.

F. Item3 (e): Presentation of the synthesis report by the
Chair of the Assessnent Panels and di scussi on
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15. The synthesis report of the three assessnments of 1994, prepared by

the Co-Chairs of the three Assessnent Panels, has been issued as

docunment UNEP/ OzL. Pro. W5 1/11/3. The report sunmarizes the findings of the
t hree Assessnment Panel s and expl ores the approaches to | owering stratospheric
chl ori ne and bromi ne abundances beyond those | evels already adopted by the
Parties. The report exami nes the inpact on the ozone | ayer and the
feasibility of four approaches. Additional controls on nmethyl bronide -
which is the nost effective approach - are considered feasible. Further
controls on HCFCs are al so considered feasible. Both the Scientific
Assessment Panels and TEAP will do further work on the feasibility and
implications of alternatives to and substitutes for HCFCs and net hyl broni de,
as requested by the Sixth Meeting of the Parties to the Protoco

(decision VI/13) and provide a supplenmentary report. This report will be
ready by the end of March 1995 and will be communicated to all the
CGovernnents and rel evant organi zations. Two ot her approaches - recovering
and destroying CFCs and halons - are not considered feasible, though they
woul d contribute to reduction of the stratospheric chlorine and brom ne

| oadi ng, since recovered and recycled CFCs are consi dered necessary for
servicing of existing equi prent and sone hal ons are required for uses for

whi ch no alternatives exist.

G Item3 (f): Presentation of the report on the review under paragraph 8
of Article 5 of the Protocol (decisions |V/18 and VI/6)
by the Chairman of the Executive Comittee
of the Multilateral Fund and di scussion

16. Pursuant to Article 5, paragraph 8 of the Montreal Protocol and
decisions IV/18 and VI/6 of the nmeetings of the Parties, the Seventh Meeting
of the Parties is to review the situation of the Parties operating under
paragraph 1 of Article 5, including the effective inplenentation of financial
cooperation and transfer of technology to them

17. The Executive Committee of the Multilateral Fund in May 1994

conmi ssioned a consortium of consultants, led by |ICF I ncorporated of the
United States, with three partners from Tata Energy Research Institute (TERI)
of India, the Centre for Environnmental Technol ogi es (CETEC) of Mal aysia and
the Centre for d obal Change (CGC) at the University of Maryl and

(United States), to undertake a review of the feasibility of alternative
phase-out schedules for Article 5 countries, taking into account inpedinents
to and i ncentives for technol ogy transfer as well as the inplenentation of
the financial nechanism The report of the review was considered at the
fifteenth neeting of the Executive Commttee of the Miultilateral Fund, which
aut hori zed the Fund Secretariat to transmit it to the Ozone Secretariat (the
report has been issued as docunment UNEP/ OzL.Pro/Ws 1/11/4). That report

anal yzes 11 different phase-out schedul es, and concludes that a phase-out by
the year 2006 is feasible, depending on how a significant nunmber of policy
and institutional constraints are dealt wth.

18. The consortiunms report points out that approxinmately 30 country
programes, or 75 per cent of those subnitted to date, indicate the country's
intention to elimnate ODS use around 2006. Al so, there are sufficient years
until 2006 to allow for conplete penetration of alternative technologies in
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all sectors. However, the report points out the primary constraint of

whet her Government and the private sector in each Article 5 country can
i mpl enent phase-out plans by 2006 that are based on the specific factors that
drive local ODS consunption.

19. Four prinmary factors seemto be affecting the feasibility of phase-out
in specific countries, and thus the gl obal phase-out: market dynamics; the
gl obal conmitnent and financial support for the phase-out; the actions of
Article 5 country Governnents; and the time required for societa
transition. |In addition, four secondary factors that nmay affect a particul ar
country's phase-out are identified in the report: the process of

i dentifying, evaluating and sel ecting non-QODS technol ogi es at the project
level; the terns of project financing for Article 5 country enterprises;
the structure and operation of the Multilateral Fund; and the structure and
operation of Ozone Protection Units (OPUs) in Article 5 countries. Most of
these factors vary considerably between countries, due to their inherent
diversity. The consortiunmis report adds that the feasibility of the

year 2006 and of other phase-out scenarios depends on the tine it takes the
Parties to the Montreal Protocol to agree to the revised date. The
consortium has al so worked out the inpact of the different scenarios on the
cunul ative adjusted chlorine loading in the stratosphere.

H Item3 (g): Presentation by Parties, and discussion, of proposals for
further adjustnents and anendnents to the Montreal Protoco
and consol i dation of the proposals

20. Parties have been requested to conmunicate to the Secretariat any
proposal s for adjustnents and anendnent to the Montreal Protocol. All
proposal s received by the Secretariat prior to the eleventh neeting of the
Open-ended Wrking Goup will be subnitted to the neeting.

I. Iltem4: Consideration of the npost suitable definition for "quarantine"
and "pre-shipnment" applications relating to nethyl bromi de use
(decisions VI/11 and VI/13)

21. At their Sixth Meeting the Parties, in decision VI/11, requested the
Open-ended Working Goup of the Parties at its eleventh and twel fth neetings
to study further the nost suitable definition for "quarantine" and "pre-
shi prent applications” relating to nethyl brom de use, along with the report
of the Scientific Assessment Panel and TEAP, as called for in decision VI/13.
In conformity with decision VI/11, paragraph 2 (c), the Qzone Secretari at
requested information fromthe Food and Agricul tural O ganization of the
United Nations (FAO concerning definitions of "quarantine" and "pre-shipment
applications" relating to nethyl bronide use.

22. The response received fromFAO with respect to decision VI/11 stated:
(a) In paragraph 1 (a) it is not necessary to nention "diseases" in the

definition of quarantine applications, as they are covered by the definition
of "pests";
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(b) Wth respect to paragraph 1 (a) (i), official control is that
performed or authorized by the National Plant Protection O ganization of the
country concer ned;

(c) Wth regard to paragraph 1 (b), pre-shipnment applications of
quarantine treatnments are effected usually to neet the phytosanitary
requi renents of the inporting country;

(d) Concerning the lists of injurious pests, referred to in
paragraph 4 (a) (iv), the term "quarantine pests" should be used in Iieu of
"injurious pests".

23. FAO has sent copies of its draft standard relating to "Quidelines for
Pest Ri sk Analysis" and copies of the International Plant Protection
Convention. Copies are available to the neeting for reference. FAO has
infornmed that it has not prepared any list of injurious pests.

J. Item4 (bis): Consideration of updated report on neeting the needs
of Article 5 Parties for controlled substances during
the grace and phase-out periods (decision |V/ 29)

24. The Executive Committee of the Multilateral Fund was requested by the
Fourth Meeting of the Parties (decision |V/29) to update its report on
neeting the needs of Article 5 Parties for controlled substances during the
grace and phase-out periods and to subnit the update, through the
Secretariat, to the Parties at their Seventh Meeting. The updated report is
contai ned in docunent UNEP/ OzL.Pro/Ws 1/11/5. It presents the nost current
gl obal information on production and consunption of ODS, and assesses future
needs and t he adequacy of future production capacity to neet those needs.
The report concludes that there are adequate sources of supply to neet the
needs of Article 5 countries throughout the grace and phase-out periods
specified in the London and Copenhagen Anendrents.

K. Item5: darification, anmendnent and/or further definition of the term
"basi c donestic needs" in Articles 2 and 5 of the Montreal Protoco
and under decision 1/12 C of the First Meeting of the Parties
(decision VI/14 B)

25. The term "basic donestic needs" has been used in the Montreal Protoco

in two contexts. The first context, in Articles 2Ato 2E and 2H, is to allow
Parties not operating under Article 5 to exceed their limts for the
production of the controlled substances by specified percentages in order to
neet the "basic donestic needs" of Parties operating under Article 5. The
second context is in Article 5, paragraph 1, in which devel opi ng countries,
with consunption of controlled substances below the linits specified in that
Article, are entitled to delay for 10 years their conpliance with the control
neasures under Articles 2A to 2E. The term "basi c donmestic needs" has not
been defined in the Protocol

26. The Ad-Hoc Working Goup of Legal and Technical Experts for the
Har moni zati on of Data on Production, Inmports and Exports of Substances that
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Depl ete the Ozone Layer considered, inter alia, the definition or
clarification of the term"basic donestic needs" in tw neetings
(9-11 March 1988, Nairobi, and 24-26 October 1988, the Hague. The
recomendat i on adopted at the second neeting, contained in

UNEP/ QzL. WG Dat a. 2/ 3/ Rev. 2, paragraph 16, reads:

"I't was a w despread opi nion anong the experts of the Ad Hoc
Wirking G oup that "Basic Donestic Needs" shoul d be understood as
not to allow production of products containing controlled
substances to expand for the purpose of supplying other countries.

However, certain del egates' understandi ng was that donestic needs
coul d be understood nore widely and include the exports and inports
of developing countries. It was decided that this subject should
be transferred to the first neeting of the Contracting Parties to
the Montreal Protocol”

27. The first neeting of the Parties to the Protocol (Helsinki

2-5 May 1989) considered that recommendati on and decided to agree to the
following "clarification" of the term"basic domestic needs" in Articles 2
and 5 of the Protocol

"Basic donestic needs" referred to in articles 2 and 5 of the
Protocol shoul d be understood as not to allow production of
products containing controlled substances to expand for the purpose
of supplying other countries" (UNEP/QzL.Pro.1/5, paragraph 12 C

28. The clarification is a negative one and only covers production of
products containing the controlled substances. No clarification regarding

t he production and consunption of controlled substances thensel ves or
producti on and consunption of products nade with, but not containing,
control I ed substances energed fromthe First Meeting of the Parties. Further
neetings of the Parties did not add anything on this issue. A clarification
on all the aspects will assist uniforminterpretation, the nonitoring of
conpliance with the control neasures by all the Parties and the snpoth
functioning of the Financial Mechanism

29. The Sixth Meeting of the Parties (Nairobi, 6-7 October 1994) adopted
decision VI/14 B, which states:

"To request the Open-ended Wrking Goup to make recomendations to the
Seventh Meeting of the Parties concerning the follow ng issues:

(a) The need for clarification, anendment and/or further definition and
of provisions regarding "basic donestic needs" in Articles 2 and 5 of the
Montreal Protocol and under decision 1/12 C of the First Meeting of the
Parti es;

(b) VWhat appropriate nmeasures, such as reports under Article 7,
shoul d be taken for inplenentation of provisions related to "basic donestic
needs" in Articles 2 and 5 of the Protocol"

30. The Parties at their Fifth and Sixth Meetings adopted decisions V/25 and
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VI/14 Ato facilitate the inplenmentation of the provision of the Protoco
concerni ng supply of substances to neet the basic donmestic needs of the
Parti es operating under paragraph 1 of Article 5.

31. The above decisions have not clarified the term"basic donmestic needs"
any further, presumably assuning that it is up to each Party to interpret the
Protocol for itself in good faith. However, the prescribed reporting wll
help in providing better oversight on the inports and exports of the
control | ed substances.

L. Item6: Consideration of the report on the review of review
of the Financial Mechani smestablished by Article 10 of
the Protocol (decisions IV/18, V/12 and VI/6)

32. At its tenth neeting (Nairobi, 5-8 July 1994), the Open-ended Wbr ki ng
Goup of the Parties adopted the terns of reference for the study on the

Fi nanci al Mechani sm and sel ected a si x-nenber Steering Panel to supervise the
eval uation and revi ew of the operation of the Mechanism The role of the
Steering Panel was to ensure that the consultant selected to conduct the
study faithfully adhered to the terns of reference and that the nethodol ogies
used were rigorous and sound.

33. (Qbserving the procedures of the United Nations and weighing the relative
nerits of seven consulting firms which tendered bids for the study, the firm
of Messrs. COWNconsult of Denmark was sel ected to undertake the study and
prepare a report on the Financial Mechanism The Sixth Meeting of the
Parties approved the | oan of $450,000 fromthe Miltilateral Fund to the
Secretariat to facilitate the review of the Financial Mechanism The
Steering Panel net twice to finalize its guidance to the consultant and once
to comment on the report of the consultant. The report will be finalized by
15 February and circulated to all the Governnents and ot her rel evant

or gani zati ons.

M Item7: Modification of the indicative |ist of categories of
i ncrenental costs under the Mntreal Protoco
(deci sion VI/18)

34. A proposal to nodify the indicative Iist of categories of increnmenta
costs, contained in document UNEP/ OzL. Pro/Ws 1/10/5, was first subnmitted by
India and Mal aysia to the tenth neeting of the Open-ended Wrking Goup in
July 1994. The Working Group referred the proposal to the Sixth Meeting of
the Parties for further consideration. In decision VI/18 the Parties
requested the Open-ended Wrking G oup to exam ne the proposal to anend the
i ndicative list of categories of incremental costs under the Montrea
Protocol, as proposed by India and Mal aysia, and any other related specific
proposal s brought by the Parties to the el eventh neeting of the Open-ended
Wr ki ng G oup.
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