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ANNEX I

ACTIONS TAKEN TO IMPROVE THE FINANCIAL MECHANISM FOR THE

IMPLEMENTATION OF THE MONTREAL PROTOCOL

Introduction
This report is submitted by the Executive Committee pursuant to the following Decisions of the Meetings of the Parties:


“To request the Executive Committee to move forward as expeditiously as possible on decision VII/22, and in particular Actions 5, 6, 10, 11, 14 and 21, and to report back to the Ninth Meeting of the Parties”;

Decision VIII/5


“To request the Executive Committee to continue with further actions to implement decision VII/22 to improve the Financial Mechanism and report to the Meetings of the Parties annually”; and,

Decision VIII/7 


“To request the Executive Committee to continue with further actions to implement decision VII/22 to improve the Financial Mechanism and to include in its annual report to the Meeting of the Parties an Annex updating information on each action that has not been previously completed, as well as a list of actions that have been completed.”

Decision IX/14

This submission updates the report submitted to the Tenth Meeting of the Parties (UNEP/OzL.Pro/10/6, Annex I) and reflects recent decisions of the Executive Committee. 

According to Decision IX/14 this report has two parts:  Part I contains the updates on those Actions which have not previously been completed.  Part II provides a list of Actions which have been completed.

PART I:  ACTIONS WHICH HAVE NOT PREVIOUSLY BEEN COMPLETED 

Action  1

(a)
Completion of the development by the Executive Committee of (ii) a monitoring and evaluation guidelines, bearing in mind that operational responsibility remains with Governments, financial intermediaries or the Implementing Agencies
Update since the Tenth Meeting of the Parties:

· The Senior Evaluation Officer took up his post in the Multilateral Fund Secretariat in February 1999 and submitted the draft 1999 monitoring and evaluation work programme to the Executive Committee’s 27th Meeting in March 1999.  At the Meeting, the Executive Committee (a) approved the draft 1999 work programme and (b) requested the Secretariat to submit a draft monitoring and evaluation work programme for 2000 for consideration at the third meeting of the Executive Committee in 1999. 

The Executive Committee at its Twenty-ninth Meeting decided to:

(a) Take note of the preliminary summaries of the evaluations of refrigeration and institutional strengthening projects and request the Senior Monitoring and Evaluation Officer to submit to it at its Thirtieth Meeting the final reports on the evaluation of refrigeration projects and institutional strengthening projects with an action plan to follow up the results of those evaluations; and

(b) Request the Senior Monitoring and Evaluation Officer to incorporate the destruction of ODS-based production machinery into the list of main evaluation issues.

(c) Approve the monitoring and evaluation work programme for the year 2000. 

· Since the monitoring and evaluation function has now been established in the Fund Secretariat, and annual monitoring and evaluation work programmes are being developed and implemented, this action is complete.

(b)
The Executive Committee to examine the integration of Agencies’ and Secretariat’s project review activities no later than six months after it has concluded that the preconditions for increased delegation set out in the recommendations in paragraphs 90 and 91 have been met.

As reported previously, preconditions for increased delegation are yet to be met.  Integration of the Agencies and Secretariat’s project review activities will be considered no later than six months after these preconditions have been met.

(c)
Further delegation by the Executive Committee in due course, with a view to achieving appropriate delegation over time.

As reported previously, the Executive Committee will continue to pursue further delegation, as deemed appropriate, over time.

(d)
Evaluation of Small Project Approval Process (SPAP) by the Executive Committee on completion of the current project group.  


As reported previously, evaluation of the SPAP by the World Bank is still in progress. 

Action  4
The Executive Committee should oversee the completion by the Implementing Agencies and the Secretariat, jointly, by the end of 1995 of a comprehensive, integrated database common to all agencies and the Secretariat, in conjunction with the completion of standard project outlines (templates), with a view to achieving a decrease in the number of projects undergoing substantial revision or reduction in proposed project costs due to the project review process and review the database in mid-1996.

Update since the Tenth Meeting of the Parties

The database containing entries on key foam and refrigeration equipment is in use as required by the implementing agencies and the Secretariat.  The Secretariat is considering how to extend the database to other sectors in the light of operational problems arising from wide variations in the detailed specifications of the equipment. 
Action  5

(a)
The Executive Committee should examine the effectiveness of its policy dissemination procedures in early 1996. The procedures should include the provision of practical examples of the application of policy decisions, with a view to reducing the extent of project revision during the review process, and also examine the degree to which national ozone protection units and consultants consider they have sufficient information to guide project development.

As reported previously:

· Reports of meetings of the Executive Committee are sent on a regular basis to all Parties to the Montreal Protocol.

· Policy dissemination is an integral part of the UNEP IE OzonAction programme, continued funding for which has been approved by the Executive Committee.

· Regular coordination meetings between the Fund Secretariat and the implementing agencies and full cooperation in studies on new or emerging technologies are providing a high level of common understanding between all the players involved in project formulation and review.

· A meeting of consultants working on Multilateral Fund activities was held.  Additional meetings are foreseen to ensure that the consultants preparing projects are familiar with the contents of the database of major capital equipment.

· The Policies, Procedures and Guidelines handbook, which contains all policy and other decisions taken by the Executive Committee, is updated after every Executive Committee Meeting and made available to the Implementing Agencies.  UNEP/IE provides the electronic version of the document in its diskette information service.

· Two further meetings of consultants working on Multilateral Fund activities in the foam sector were held, in 1998 one by means of a telephone conference.  Additional meetings are foreseen as necessary to discuss continuing technological developments and their effect on equipment requirement. 

· In addition, the Secretariat has established a web site which includes all Executive Committee decisions related to project development, review and approval and will be continuously updated.

Update since the Tenth Meeting of the Parties:

· These various measures constitute an effective examination of policy dissemination procedures and implementation of appropriate procedures.  This action can be considered as complete.

(b)
The Executive Committee should develop operational guidelines for agencies and their consultants.

As reported previously:

· Each of the implementing agencies submits an annual business plan which cites both investment and non-investment activity in the Article 5 country concerned.  The business plan also identifies major policy issues as well as performance indicators.

· Operational guidelines in the form of project “templates” are in use in the domestic refrigeration and foam sub-sectors. 

· A database on the cost of major capital equipment items is currently under development jointly by the Fund Secretariat and the Implementing Agencies.  The database will reflect, inter alia, the actual cost of equipment procured for approved projects.

· A data base on the cost of major capital equipment items in the foam and refrigeration sectors is in use. The data base reflects the actual cost of equipment procured for approved projects.

· The Secretariat and the implementing agencies agreed on a standard format for project proposals.

Update since the Tenth Meeting of the Parties:

· There have been no new developments since the last report.  The development of projects and their consideration by the Executive Committee is proceeding satisfactorily in accordance with annual business plans.  This action can be considered as complete. 

(c)
The Executive Committee should consider a report on incremental costs for the production of CFC-substitutes and establish firm compensation policies with a view to completing incremental cost guidelines for the production of CFC substitutes by mid-1996. 

Update since the Tenth Meeting of the Parties:

· At its 27th Meeting the Executive Committee approved the China CFC sector phase-out plan at a funding level of US $150 million.  At its 29th Meeting the Executive Committee approved the India CFC sector phase-out plan at a funding level of US $82 million.  Both CFC phase-out plans will be implemented over a period of 10 years with annual fund disbursement levels and phase-out targets established.

· In the second half of 1999, the Executive Committee’s Subgroup on the Production Sector concluded an agreement with the Government of India on the phase-out of the CFC production sector.  At its Twenty-ninth Meeting, the Executive Committee approved the 1 October 1999 consensus proposed agreement for the Indian production sector and decided to give a high priority to its funding.

· This action can be considered as complete.
Action  6
The Executive Committee should evaluate the regime adopted for 1995, taking into account the study's recommendations, including the recommendation that:  “Cost-effectiveness norms should be prepared based on model projects of different capacities under standard conditions.  Thereafter,  projects should be assessed on their own merits.”  Nonetheless, all eligible projects shall continue to be funded overtime irrespective of their relative cost-effectiveness.  In case of delayed funding, however, lump-sum payments could be considered. 

Prior to dedicating in 1999 US $10 million as a pilot programme for SMEs, the Executive Committee had decided to exempt all projects from LVCs from being evaluated against the cost-effectiveness thresholds, and to allow flexibility on cost-effectiveness for umbrella and sector phase-out projects.

As for the pilot programme set up in 1999, the Executive Committee decided that:

· Given the fact that SME projects for low-volume consuming countries are currently fully eligible, this window should apply only to group projects from countries with annual ODS consumption of 360 ODP tonnes or more;

· Eligible group projects for this initial pilot programme should be in the aerosol or foam sectors only, and should include firms with annual ODS consumption not exceeding the following:

Aerosols:

20 ODP tonnes/yr.

Foams:
Flexible
25 ODP tonnes/yr.


Extruded polyethylene/polystyrene
25 ODP tonnes/yr.


Flexible integral skin
10 ODP tonnes/yr.


Rigid polyurethane foams
10 ODP tonnes/yr.

· Group projects should be at a level of US $1 million or less, and should have an overall cost-effectiveness of no more than 150 per cent of the level of the current cost-effectiveness thresholds for the relevant eligible subsectors.. Such group projects should use the most cost-effective technologies reasonably available, and should consider the possible use of centralized/group use of equipment and industrial rationalization;

· The group project should be put forward with a government plan, including policies and regulations designed to ensure that the specific level of agreed reduction to be achieved was sustained;

· No single country may apply for more than US $1 million from this pilot funding window although projects from one country may cover more than one sector. 

Update since the Tenth Meeting of the Parties:

· There has been no new development since the last report.

Action  7
(a)
Relevant Implementing Agencies should review institutional strengthening experiences and present a combined paper to the Executive Committee, which will include guidelines on the possible proportionate commitment of Article 5 countries in such areas as financial, organizational and human resource support, with a view to enhancing the effectiveness of ODS phase-out strategies.
Update since the Tenth Meeting of the Parties:

· At its Twenty-seventh Meeting, the Executive Committee decided to (a) request the Secretariat to invite members of the Executive Committee to provide to the Secretariat before 1 May 1999 their views on the effectiveness of existing institutional strengthening arrangements and the functioning of ozone units; and (b) to request the Secretariat, in cooperation with the Implementing Agencies, to prepare a document for the next meeting of the Sub-Committee on Monitoring, Evaluation and Finance summarizing the main features of Implementing Agencies’ existing agreements for institutional strengthening.

· At the same time the evaluation of the institutional strengthening projects as part of the 1999 work programme for monitoring and evaluation was under way and a preliminary summary was presented to the Twenty-ninth Meeting of the Executive Committee.

· The reviews described above constitute implementation of this action which can now be considered as complete.
Action  10
The study by the World Bank on the establishment of a concessional loan mechanism, requested by the Executive Committee at its Sixteenth Meeting, should be completed as soon as possible, and analyzed and discussed by the Executive Committee at its Nineteenth Meeting, and a decision on suitable future steps be taken by the Executive Committee by its Twentieth Meeting or by the Meeting of the Parties in 1996, as appropriate, with a view to starting the use of concessional loans by the end of 1996, to the extent that the need and demand exist.

Update since the Tenth Meeting of the Parties:

· In the context of reviewing a concept paper on concessional lending presented by the United States of America at its Twenty-seventh Meeting, the Executive Committee decided  (a) to request the Secretariat, in cooperation with the Implementing Agencies, to prepare a document for the Twenty-eighth Meeting of the Executive Committee containing a compendium of past decisions and describing experiences so far with loan components; (b) to request the Secretariat and the Implementing Agencies to collaborate on real‑life scenarios, highlighting issues and problems that might be associated with them, including such concerns as the lack of management capacity in some countries and the fear of augmenting the national debt of countries that were already in economic crisis. (c) to consider this subject again at the Twenty-eighth Meeting. 

· In considering the discussion paper on concessional lending prepared in response to the above decision, the Executive Committee decided:


(a)
To take note of the following principles presented by the representative of Canada and discussed by the Executive Committee:


-
Recipient Governments should not be required to assume additional official debt as a result of agreeing to Multilateral Fund projects that utilized more innovative financing arrangements;


-
If a country agreed to a project which included concessional lending or “innovative funding” arrangements, any funds which are eventually repaid to the project should be used, at the direction of the Executive Committee, to address further related needs within the same country;


-
The parameters of innovative financing projects must be tailored to meet the needs of the project being considered and the capacity of the recipient country;


-
The operation of concessional loans, or other innovative financing mechanisms, required an appropriate provision for administrative costs;


(b)
To invite the members of the Executive Committee to submit to the Secretariat comments on these four principles or further such principles required, to be incorporated into a broad framework document to be considered at the Twenty‑ninth Meeting of the Executive Committee;


(c)
At the Twenty-ninth Meeting, the Executive Committee decided to take note of the documents on the subject, including an analysis prepared by the World Bank on past experience with concessional loans, and the proposed framework contained in pages 4 and 5 of document UNEP/OzL.Pro/ExCom/29/59 as a useful basis for further discussion, and to seek the guidance of the Meeting of the Parties on how to proceed further.

Action  11
The Executive Committee should examine the issue of industrial consolidation, taking into account national industrial strategies of Article 5 countries, with a view to achieving more effective approaches to ODS phase-out.

Update since the Tenth Meeting of the Parties:

· The Executive Committee has set up a working group to assist it to deal with the draft phase out plan for the solvent sector in China which, if approved, would involve industrial consolidation.

· At the same time, the Government of China has also submitted for consideration by the Executive Committee ODS phase out strategies in the foam and tobacco sectors. Once approved, their implementation will involve industrial consolidation at varying degrees.

Action  13
The Implementing Agencies should report to the Executive Committee on measures to include ODS phase-out issues into their ongoing dialogue on development programming and on measures they could take to mobilize non-Fund resources in support of Montreal Protocol objectives, with a view to achieving an increase in the number of ozone-protection projects.

Update since the Tenth Meeting of the Parties:

· In addition to the Thai chiller project which was reported to the Tenth Meeting of the Parties as a co-financing scheme between the Multilateral Fund and the Global Environment Facility, the Executive Committee approved funding in 1999 to be supplemented by a local funding source in Mexico to implement the chiller replacement programme in the country.

Action  14
The Executive Committee should consider the need for new Implementing Agencies for loan programmes in the light of emerging sectoral strategy policies and for methyl bromide after the Seventh Meeting of the Parties.


Reported previously by the Executive Committee:

· At this stage, the Executive Committee has not concluded that additional implementing agencies are required for concessional loan programmes.

· The interim guidelines for methyl bromide projects adopted at the Twenty-fourth Meeting do not make reference to additional implementing agencies.

· The discussion on setting up a lending programme under the Multilateral Fund took place at the Twenty-fifth Meeting and will continue at the Twenty-sixth Meeting. An open-ended working group is trying to work out a consensus.

Update since the Tenth Meeting of the Parties:

· There has been no new development since the last report.

Action  17
The Executive Committee should request each Implementing Agency to report, as and when the issue arises, on legal and institutional impediments to project implementation and measures taken to address them as soon as possible.

Update since the Tenth Meeting of the Parties:

· In view of the reported cases of custom clearance and the unanticipated storage costs resulting from them, the Executive Committee at its 26th meeting urged all recipient Governments operating under Article 5 to expedite customs clearance and to refrain from levying any taxes or duties, in accordance with the terms of their agreement with the implementing agencies relating to the levying of taxes and duties on equipment and incremental costs during project implementation and require the implementing agencies to take steps to prevent the occurrence of any customs clearance and excessive storage costs problems in future project proposals.

· At its Twenty-eighth Meeting, in the context of considering the issue of  implementation delays  of recovery and recycling projects due to the Executive Committee decision not to implement such projects until all the necessary regulatory and legislative measures were in place, the Executive Committee decided to request those implementing agencies to report to its Twenty-ninth Meeting on the steps taken at the national level to expedite the provision of the necessary regulatory and legislative measures required for successful recovery and recycling projects. 

· To overcome implementation delays, the Executive Committee also encouraged cooperation between international implementing agencies and the national governments in Article 5 countries to develop umbrella projects and sector approaches. 

· Since the above institutional measures have been put in place by the Executive Committee to address impediments to project implementation, this action can now be considered as complete.
Action  21

(a)
The Executive Committee should prepare an itemized progress report on measures taken so far, in the context of Article 10 of the Protocol, to establish a mechanism specifically for the transfer of technology and the technical know-how at fair and most favorable conditions necessary to phase out ozone-depleting substances;  and at the same time.

(b)
The Executive Committee should request UNEP to intensify its efforts to collect information from relevant sources, and to prepare an inventory and assessment of environmentally sound and economically viable technologies and know-how conducive to phase out of ozone-depleting substances.  This inventory should also include an elaboration of terms under which transfers of such technologies and know-how could take place.

(c)
The Executive Committee should consider what steps can practicably be taken to eliminate any impediments in the international flow of technology.

(d)
The Executive Committee should further elaborate the issue of the eligible incremental costs of technology transfer, including costs of patents and designs and the incremental costs of royalties as negotiated by the recipient enterprises.

The actions in subparagraphs (a), (b) and (c) should be completed by its Nineteenth Meeting and updated periodically, and the action in subparagraph (d) should be taken immediately.

Update since the Tenth Meeting of the Parties:

· At its Twenty-seventh Meeting, the Executive Committee decided to authorize UNEP to prepare a data base containing a description and characteristics of available ODS-substituting technologies and the terms under which such technologies were available for transfer, pending completion of the report of the informal group on technology transfer and formulation of terms of reference for this study.   


At its 28th Meeting the Executive Committee was informed that the report of the Informal Group on technology transfer was completed.

PART II: ACTIONS COMPLETED


The following actions were included in the Report for the Tenth Meeting of the Parties as having been completed, having become a standard practice of the Multilateral Fund or having been overtaken by other developments.

Action 1 (a) (i)

Action 1 (a) (iii)

Action 2

Action 3

Action 7 (b)

Action 8

Action 9

Action 12

Action 15

Action 16

Action 18

Action 19

Action 20

