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Or. Rudolf Scmm_zT= April 1890

THE ROLE OF EXZZT-TING CRGANIZATIONS IN A FINANCIAL MECHANISM
FOR ASSIS™3MANCE TC DEVELOPING COUNTRIES LNDER THE
MONTREAL PROTOCOL

1. Following tne : Second Meeting of the Oper-ended Working Grovp
of the Parties =< the Montresl Protocol (cf. report in UNEP/02z21.
Pro.WG.I1I(2)7), fzurther discussions were held with UNOP and the
world Benk es :: = their possible role ir a financial mechanism

under the Mortres__ 1 Protocol aend on the esrly operations to be
carried out. Tre : same subjects were discussed with LNIDO (pears-

greph 49 of the s=pove report).

2. The suggest:irsis outlined 1in UNEP/021.w5.1I(2)/Inf.3 were
developed fu-trex - in 1light of the opinicrs expressed during the
Second Meetimg =< ° the Open-ended Working Group with regerd to the
elements of & furcd anc a financial mechanisa (peragraphs 26 - S8

of the report).

3. Annex I contezmans elements of an inter-agency agreement for the
co-operation bezaaween UNEP, UNDP and the ¥crlcd Bank in administering
s fund under the - Montresl Protocol. The text relies upon the con-
sultations witr t—=he agencies and takes accourt of their suggestions
without havimg Isesen the subject of any fcrael urderstending. It
could serve es ® - basis for discussions asonc the agencies once the
Partias to the I==—otocol in the Working 6roup indicate they want to

move in this g:-e==ection.

4. The final fr-xnx of an inter-agency agreeaent necessarily depends
on the decisior :>f the Parties to establish 3 fund and financisal
mechanism to ersxble developing countries to meet the requirements
of the Protocol, and on the terms of reference of such @ fund cum
mechanism agresz - to by the Perties. The teras of reference will also
have to outline -—the broad distribution of responsibilities between



Annex I

ELEMENTS OF AN INTER-AGENCY AGREEMENT FOR A FINANCIAL
MECHANISM UNDER THE MONTREAL PROTOCOL

The following elements are based oﬁ the assumption that the
Contracting Parties to the Montreal Protocol establish & Fund

(Ozons Layer Fund) in conjunction with the Secretariat to enable
developing countries to meet the requirements of the Protocol, and
that they agree on its terms of reference through an amendment of
the Protocol and/or ® Decision of the parties. It is further assumed
that an Executive Committee of the Parties is set up to supervise
the activities of the Fund,

1. The Agreement is concluded between the United Nations Environment
Programme, the United Netions Development Programme, the Inter-
national Bank for Reconstruction end Development (hereinafter
referred to as the Agencies}, and the Secretariat of the Vienna
Convention for the Protection of the Ozone Layer.

2. The Agreement is bssed on the Vienna Convention for the Protec-
tion of the Ozone Leyer Article 7, paragraph le, the Montreal
Protocol on Substances thst Deplete the Ozone Layer, Article 5,
Paragraphs 2 end 3 in conjunction with Articles 9 and 10, and
on the Decision of the Parties to the Protocol to establish an
Ozone Layer Fund to enable developing countries to meet the
requirements of the Protocol.

3. Within the framework of the terms of reference of the Ozone Layer
Fund and according to the guidelines as 1aid down by the Perties
to the Protocol, the Agencies and the Secretarist agree to co-
opsrste in administering the Fund. They will coordinate their
actions and consult regularly.

4. Depending on their speciel technicel and geographicel expertise
other organizations of the United Nations system, regionsl devel-
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opment banks and bilateral donror institutions from aaorg the
Parties may be sssocisted with the activities carriec out
individually or jointly by the Agencies.

A common thrse-year rolling Plsn of Activities subnmitted jointly
by the Agencies to the Parties shsll set out the basic divisicr
of responsibilities betweer the Agencies as well as the dis-
tribution of funds to be edministered by them.

The United Netions Enviror-enrt Programre is Lhe ieading hsency
for political promotion of the objectives of the Protocol, re-
ssarch, data gathering and stretegic planning. The Urited Nations
Development Programme is the leading Agency for fessibility and

pre-investment studies, ano for other technicel assistance measures.

The International Bank for Reconstruction and Developuent is the
lsading Agency for financing the incrermental costs of the tran-
sition te alternative substances and technologies anc for ad-
ministering the projects related to them.

The Agencies will cooperate closely in providing assistance for
the establishment of country progreams. They will, each in their
respective field of activity, assist ir ensuring access of devel-
oping countries to environmentally safe alternative s.bstances
and technologies (transfer of technology) Lind provice cevelopinrg
countries with information on funding for relevant prcjects
(clearing-houss function)./

The Secreteriast will be responsible for organizing the cooper-
ation smong the Agoncies by convening periodic meetings &8s well
8s securing necessary consultations between them, and carry out
other steps through which the cooperation of the Agencies is
reglized. Submissions to the Parties will be made through the
Secretariat.
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Project propossls and recuests: for financing from the Ozone
Layer Fund will norrslly te suubmitted cireccly by the Contracting
parties to the Agencies. Frapccsals and requests addressed to the
Secretariat will after consulttation be transsitted to the Agency

concerned.

The Agencies will assist ScverTnrents in the preperetion and
implementation of projects, amnc will supervise and evaluate
such projects financed fros thme Ozone Layer Fund according to
their owh norrsl practices ancc: s+andards, anc may enter into
such sgreements, anc pursue suuch ections as may be necessary

or eppropriate to sccomplish tthe foregoing.

The funds mede evailable by tnne Parties to the Agencies through
the Ozone Layer Fund will te sutilized accorcing to the cencition
and criteria as stipulatec By the Parties in the terms of refer-
ence of the Ozone Leyer fFurd. The proper use of the resources
will be supervised by the cxeczutive Committee of the Conference
of the Contracting Perties.

Each Agency will maintair sepaarste records erd accounts in respect
of the funds made availatle tnnrough the Ozone Layer Fund. They
will invest and disburse tre ¢ funds, and have the accounts and

records sudited in conforelity with their owrn regulations and rules.

The Agencies will make avs:lagbie to the Parties st ennual inter-
vals & progress report or ¢ll projects and prograas firanced by

the Ozone Layer Fund Bas we.l 28s appropriste financisl stateaments
together with their sudit ceccorcs.

The Agencies will be entitZed to perceive /13 percent]/ out of
the funds made aveileble tc titnem from the Ozone Layer Fund as
support costs for the manesesment of the prograc<s end projects
under the Common Plan of Activvities.



Annex I1I

ELEMENTS FOR TERMS OF REFERENCE OF A FINANCIAL MECHANISH
UNDER THE MONTREAL PROTOCCL

The following elements for terms of refererce relate pacticulerly
to the administrestion of @ Funo (Ozone Layer Funac) through a
co-operative venture of seversl agencies. They are predicated

upon an sgreement of the Parties to create such & Fund by acending
the Protocol and/or a corresponding Decision ¢Z the Feeting of the
Parties. They should be supplemented by an agreement acong the

relavant egencies,

1. Esteblishment of a Fund (Ozone Layer Fund) under Lrited Netions
Regulations and Rules for an initial period of three years
beginning 1 January 1991, with the possitility of further ex-
tensions for three-year periods.

2. Purpose of the Fund:

- general promotion of the Montreal Prctccel,

- dets gathering, research, couniry studies,

. technicsl sssistance, including assistance for country
programmes,

- provision of information to developing courtries on project
funding end securing relevant contacts iclearing-house
function),

- trensfer of technology relsting to contrcl ang recucticn of
emissions of substances depleting the ozcre layer, and

. finencing of incrementsl costs of transitior to technology
protective of the ozone leyer as identifiec by the Parties.

3. The Fund shall be edministered by the Executive Director of
the United Nations Environment Programme on behalf of the
Parties to the Protocol. The Secretariat of the Vienna Con-
vention for the Protection of the Ozone Layer and agencies
perticipating in the implementation of & three-year rolling Plan
financed from the Fund shsll co-operate on the basis of an
agreement approved by the Parties.
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An Executive Committiee established by the Parties on the

basis of & belanced representation of Parties opersting urder
Article 5 and those not operating under Article S, shsall
supervise and guide the agministration of the Fund. It shall
approve 8 throe-yesr rolling Plan during its anrusl meeting,
jssye periodic guidelines for the implementation of the Plan,
evaluate the annual performance reports relative to the Plsn and
decide on the budget of the Secretariet financed from the Fund.

The three-yeesr rolling Plan submitted scantly cy tne participeting
agencies and the secretsriat shell set out the activities and
other costs to be financed on an annual basis over the three-year
period together with the estimates of the required expenditures

{n United Stetes Dollars. Each activity or other expenditure item
shsll be attributed to ONe of the agencies or the Secretsriat es
being responsible for its technical and finsncisl management.

The expenditure of the Fund shall de firanced ty annual contri-
putions from the Parties to the Protocol accorcing to 3 percen-
tsge scele 3s approved by the Parties for each three-yeal period.
Additional voluntary contributions from parties to the Protocol
and contributions from other sources msy be sccepted into the
Fund, provided the purposes for which they are cade are consistent
with the purposes of the Fund.

The contributions paid into the Fund 8s well as other incore
shall be distributed among the participating sgencies and the
Secretariat every six months in advance sccording to the approved
implementation of the Plan. The sgencies will manage, invest and
sccount for the funds received as fiducisries of the Parties,
sccording to their own regulations, standsrds and practices.

Requests for financing projects or other costs can be addressed
to the agency responsible under the three-year rolling Plan or

*
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to the Secreteriot by eny developing country Perty to the
protocol and operating under Article 5 of the Protocol.

Requests for financing incremental costs for trarsition to
technology protective of the ozone layer should be based on 3
nationesl industrisl strestegy (country programme) and present
the most cost-effective and efficient option taking account of
savings or benefits to be gained at both the genersl strategic
and the project levels.

The Fund shall cover financing requirements which cannot be
met under srrangements of bilsteral or multilateral co-operatior
pstween the Parties or agencies (safety-net function).

The Secretariat /and the participating agencies/ shall co-
operate with developing end developed countries which are Parties
to the Protocol Lis well as the participating agencie37 t0 provic.
informatiocn on funding available for relevant proyects, to secure
the necessary conteacts and to co-ordinate, where apprcpriate,
projects financed from other sources with sctivit:es financed
under the Protocol (clearing-house function).

The financing of activities or other costs shall be based on
egreenments with the Governments concerned anc¢, 3s the cese may
be, shell be channeled through Governments to third-perty bene-
ficiaries. The letter shall be associated to the planning of
projects aﬁd programmes where appropriate. The financing of
ventures by privete companies shall take into account owner-
ship of such companies held in developed countries.

staff and other costs of the Secretarist incurred for the
administration of the Fund shall be covered by the contributions
of the Psrtios. The Secretariat shall submit a three-year budget
for this purpose, annexed to the three-year rolling Plan.
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The perticipating sgencies shall be entitleo to support
costs for their preparation and implementation of projects

as sgreed to between the Secreterist srd the sgencies and

approved by the Parties.



