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Introduction
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seq level7 \h \r0 The terms of reference of the Executive Committee of the Multilateral Fund for the Implementation of the Montreal Protocol (UNEP/OzL.Pro.9/12, annex V) require the Executive Committee to report annually to the Meeting of the Parties.  The present report, which covers the activities undertaken by the Executive Committee since the Tenth Meeting of the Parties, is submitted in fulfillment of that requirement.  The report includes an annex (Annex I), prepared in response to decision X/31, updating information on actions taken by the Executive Committee to improve the financial mechanism.

2. During the reporting period, the Twenty-seventh and Twenty-eighth Meetings of the Executive Committee were held in Montreal from 24 to 26 March 1999 and 14 to 16 July 1999, and the Twenty-ninth Meeting was held in Beijing from 24 to 26 November 1999.

3. According to decision X/4 of the Tenth Meeting of the Parties, the meetings of the Executive Committee were attended by Belgium, Canada, Italy, Japan, Slovakia, Sweden, and the United States of America (Chairman), representing Parties not operating under paragraph 1 of Article 5 of the Montreal Protocol, and by Algeria, Bahamas, Brazil, Burkina Faso, China, India (Vice-Chairman) and Uganda, representing Parties operating under paragraph 1 of Article 5.  The meetings were chaired by Mr. P. Horwitz (United States of America), and Mr. V. Vaish (India) acted as Vice‑Chairman and Mr. A. Bagai (India) acted as Vice‑Chairman at the Twenty-ninth Meeting.

4. Mr. Omar E. El-Arini, Chief Officer, acted as Secretary for the meetings.


A.  Procedural matters

Sub-Committee on Project Review
5. In the reporting period, the Sub‑Committee on Project Review, composed of the representatives of Brazil, Burkina Faso, India, Italy, Japan (Chairman), and the United States of America, met back to back with the meetings of the Executive Committee.


Sub-Committee on Monitoring, Evaluation and Finance
6. The Sub-Committee on Monitoring, Evaluation and Finance, composed of the representatives of Bahamas, Belgium (Chairman), Canada, China, Sweden and Uganda met back to back with the meetings of the Executive Committee.

Subgroup on the Production Sector

7. The Subgroup on the Production Sector, composed of the representatives of Brazil, Canada, China, India, Italy and the United States, held several meetings in 1999, proposed an agreement with China which was adopted by the Executive Committee for the closure of the CFC production sector in China.  The Subgroup also concluded a similar agreement with India which was approved by the Executive Committee at its Twenty-ninth Meeting.

B.  Financial matters

Status of contributions and disbursements
8. As at 24 November 1999, the total income to the Multilateral Fund, including interest and miscellaneous income, amounted to US $999,207,598.  The disbursements against this income totalled US $979,623,081.  The balance available amounted to US $19,584,517.  The yearly distribution of contributions against pledges is as follows:

Year
Pledges

US $
Contributions

US $
Arrears/outstanding contributions

US $

1991
53,308,224
46,830,898
6,477,326

1992
72,797,293
63,544,667
9,252,626

1993
108,923,724
99,983,574
8,940,150

1994
142,630,330
130,925,645
11,704,685

1995
142,404,091
130,699,406
11,704,685

1996
147,905,193
126,373,296
21,541,897

1997
157,144,159
130,432,891
26,711,268

1998
157,545,040
129,552,340
27,992,700

TOTAL (1991-1998)
982,658,054
858,342,717
124,325,337

1999 (to date)
157,897,921
65,002,303
92,895,618


Contributions in arrears

9. As at 24 November 1999, arrears for 1991-1998 stood at US $124,325,337.  Outstanding contributions for 1999 amounted to US $92,895,618.


Bilateral contributions
10. During the period under review, the Executive Committee approved requests to credit bilateral assistance amounting to a total of US $13,772,609.  This brings the total for bilateral cooperation to  US $38,949,721, which represents approximately 4.2 per cent of funds approved.  The range of bilateral projects approved included demonstration projects, training workshops, project preparation, investment projects and technical assistance on alternative technologies.

C.  Resource Management


1999 business plans of the Multilateral Fund
11. The Executive Committee planned its business in 1999 on a budget level of US $169.4 million which would finance phase out investment projects in various sectors, including methyl bromide, and non-investment activities.

12. The Executive Committee approved at its Twenty-seventh Meeting the 1999 business plans of implementing agencies, and noted those for bilateral co-operation and adopted the target of phasing out 33,301 ODP tonnes of consumption by the end of 1999.  It further adopted a target of 70 per cent for disbursement by the implementing agencies for projects approved and funded up to the end of 1998. 

13. The Executive Committee also planned to approve new investment projects in 1999 which would phase out 27,775 ODP tonnes when these projects were implemented in future years.

D.  Fund achievement

Total ODS phase-out
14. Up to the end of 1998, the implementation of projects supported by the Multilateral Fund had resulted in the phase‑out of 86,180 ODP tonnes of ODS, including the phase out in the production and consumption of halons from the implementation of the China halon sector phase out strategy.  The sectoral distribution of this achievement is shown as follows:  

Sectors
ODP tonnes phased out

Aerosol
20,624

Foam
16,876

Halon (production and consumption)
30,886

Multi-sector
36

Other
54

Refrigeration
16,686

Solvent
1,018

Total
86,180


Approvals in 1999

15. During the period under review, the Executive Committee approved 606 projects and activities, with a planned phase‑out of 30,004 ODP tonnes in production and consumption of controlled substances.  It approved US $184,776,261 for their implementation, including US $21,800,000 for the first and second tranches of the China CFC production sector agreement, and US $12,960,000 for the India CFC production sector phase-out plan for 1999.


Regional distribution of projects
16. Since 1991, 1,554 activities have been approved in Asia and the Pacific; followed by Latin America and the Caribbean, with 898 activities; Africa, with 612 activities; and Europe, with 142 activities.  Additionally, 224 global activities have been approved since the inception of the Fund.


Investment projects
17. During the period under review, the Executive Committee approved US $162,564,874 (including agency support costs) for 360 investment and demonstration projects.  The implementation of these projects will eliminate an estimated quantity of 30,004 ODP tonnes in consumption and production of ozone-depleting substances.  A breakdown by sector is as follows:

Sector
US $
ODP

Aerosol
1,686,862
506

Foam
60,245,090
8,063

Fumigant
9,545,624
770

Halon (production and consumption)
13,643,603
11,003

Process agent
413,580
375

Production
23,860,000
5,420

Refrigeration
43,561,226
3,559

Solvent
4,880,412
287

Sterilant
446,457
21

Total
158,282,855
30,004


Methyl bromide projects

18. Since the commencement of funding for methyl bromide projects in 1997 a total of 49 demonstration and investment projects have been approved for 35 countries.  Of these, 6 demonstration projects were approved for 5 countries and 5 investment projects were approved for 5 countries in the period under review.  The total funding allocated to demonstration and investment projects is US $22.66 million and the total amount of methyl bromide to be phased out is 493 tonnes.


Country programmes
19. During the period under review, the Executive Committee approved 7 additional country programmes.  This brings the total number of approved country programmes to 108, covering the estimated production of 147,300 ODP tonnes of CFCs and halons and consumption of 192,700 ODP tonnes of controlled substances.  This represented 91.5 per cent of the total consumption and 92 per cent of the total production of CFCs and halons in Article 5 countries in 1997 (as reported by the Ozone Secretariat). 


Institutional strengthening
20. During the period under review, US $3,356,385 was approved for commencement of institutional‑strengthening projects in 7 new Article 5 countries and renewal of 25 existing institutional‑strengthening projects. This brings the total approvals by the Committee to US $25,345,146 for institutional-strengthening projects in 104 Article 5 countries.


Technical assistance and training 

21. Since the inception of the Multilateral Fund, a total of 618 technical assistance projects and activities have been approved, at a total cost of US $88,715,818, for workshops, awareness campaigns, ODS recovery and recycling programmes, training programmes, the development of sectoral phase‑out strategies, and project preparation.  The total includes 206 training programmes at the national, regional or global levels, costing US $17,359,517.  As of end of 1998, 303 national training programmes, regional workshops and global training activities have been completed.


Refrigerant Management Plans

22. During the period under review, 26 RMPs were approved at a total cost of US $7,397,138, bringing the total number approved to 58 projects.  All projects approved in the review period contained similar components; training of technicians, training of customs officers, implementation of a recovery and recycling project and additional institutional support for development of legislation.  The approvals contain a condition that no funds should be disbursed until the regulatory and legislative requirement to control imports are in place.


Allocations to Implementing Agencies
23. During the period under review, the Executive Committee approved the following allocations to the Implementing Agencies and bilateral agencies, including Agencies’ support costs, where applicable, for investment projects and non-investment projects and activities:

Agency
US $

IBRD
78,750,547

UNDP
43,381,157

UNEP
7,931,115

UNIDO
40,940,833

Bilateral
13,772,609

Total
184,776,261


Disbursement by the Implementing Agencies
24. The following table gives the amounts approved/cleared for approval and disbursed by each of the Implementing Agencies and bilateral agencies for activities approved since 1991.

Agency
US$ approved (1)
US$ disbursed (2)

IBRD
441,128,489
183,930,171

UNDP
290,591,522
120,030,618

UNEP
44,860,017
21,334,462

UNIDO
221,669,491
91,467,573

Bilateral
38,949,721
16,850,941

Total
1,037,199,240
433,613,766

(1) As of November 1999, including agency fees.

(2) As of end-1998, excluding agency fees.

E.  Monitoring and Evaluation
Monitoring and evaluation work programme for 1999
25. At its Twenty-seventh Meeting the Executive Committee approved the 1999 work programme for monitoring and evaluation; and decided at its Twenty-eighth Meeting that the methodology for the evaluation of refrigeration sector projects should include the identification of Executive Committee decisions that might potentially influence the choice of technologies for the conversion of ODS-using technologies.  At its Twenty-ninth Meeting, the Committee reviewed the preliminary summaries of the evaluations of refrigeration and institutional strengthening projects and requested the Senior Monitoring and Evaluation Officer to submit to the Thirtieth Meeting the final evaluation reports on the refrigeration projects and institutional strengthening projects with an action plan to follow up the results of these evaluations.  The Executive Committee also approved the year 2000 work programme for monitoring and evaluation.
Status of ODS phase-out in Article 5 countries
26. At its Twenty-eighth Meeting the Executive Committee reviewed the 1999 status report of ODS phase-out by Article 5 countries and adopted a number of measures for the purpose of facilitating planning for the next triennium and clarifying data related to perceived anomalies concerning ODS phase-out and the disbursement of funds.  At its Twenty-ninth Meeting, the Executive Committee decided to request the Secretariat to prepare a consolidated report for its Thirtieth Meeting, showing the estimated total quantities and percentage distribution by sector of the consumption of ozone-depleting substances (CFCs, halons, methyl bromide, CTCs and 111‑trichloroethane), which had not already been covered by approved investment projects, as well as – with regard to the refrigeration sector – the estimated distribution of that consumption by manufacturing on the one hand, and servicing and installations on site on the other hand.

Project implementation delays

27. During the period under review, the Executive Committee took a number of decisions relating to specific projects that had encountered implementation delays and noted the cancellation of several such projects.
28. In order to overcome implementation delays, at its Twenty-eighth Meeting, the Executive Committee decided to encourage cooperation between international implementing agencies and national governments in Article 5 countries with a view to developing umbrella projects and sector approaches. 

29. Having heard explanations by some of the implementing agencies at its Twenty-eighth Meeting that delays in the implementation of recovery and recycling projects were sometimes the result of Executive Committee decisions not to implement such projects until all the necessary regulatory and legislative measures had been adopted, the Executive Committee requested the implementing agencies concerned to report to the Twenty-ninth Meeting on the steps taken at the national level to expedite the provision of the necessary regulatory and legislative measures.

30. With regard to consequences of project cancellation, the Executive Committee decided at its Twenty-ninth Meeting:

“(a)
That no reapplication for assistance from the Multilateral Fund should be allowed for projects that had been cancelled for the following reasons:

· Transfer of ownership to a non-Article 5 country;

· Bankruptcy.

(a) That reapplication for assistance from the Multilateral Fund at a level of funding no greater than that previously approved, following a new decision to be taken on a case-by-case basis, should be allowed for projects that had been cancelled for other reasons such as:

· Request of the company/financial situation;

· Persistent project delays (after making sure that the causes of earlier delays had been removed);

· Lack of response from the beneficiary.

In cases where reapplication was allowed pursuant to subparagraph (b) above, it could not take place within 24 months from cancellation.

Furthermore, second requests for project preparation, pursuant to subparagraph (b), above could be considered as eligible incremental costs on a case-by-case basis, but should not exceed 30 per cent of initial project preparation funds.”

31. For completed projects with an unutilized balance, the Executive Committee decided to request a report from each agency, to be submitted to the Thirtieth Meeting on the extent to which the implementing agencies’ share of the project balances from projects completed through 1998 has been obligated; and that where there were still balances that had not been committed or obligated for projects completed by December 1997, those amounts should be made available for utilization by the Executive Committee at its Thirtieth Meeting.


F.  Special initiatives

Agreement for the China production sector

32. The Executive Committee decided at its Twenty-seventh Meeting to approve the agreement for the China production sector under which China would be compensated a total of US $150 million to be disbursed over a period of 10 years for the phased reduction and closure of the entire CFC production capacity in China.


Agreement for the India production sector

33. The Executive Committee approved at its Twenty-ninth Meeting the 1 October 1999 consensus agreement for the Indian production sector and decided to give high priority to the funding of the said agreement.  Under the agreement India would be compensated a total of US $82 million, to be disbursed over a period of 10 years, for the complete closure of its CFC production and eventually HCFC production capacity.

Process agents

34. At its Twenty-seventh Meeting, the Executive Committee adopted Framework Guidelines/Broad Principles for Process Agent Projects, noting that, as additional projects were considered and approved, information on cost-effectiveness, emissions limits and other requirements concerning eligibility and the determination of incremental costs would emerge. The Committee also decided that that information could form the basis for the Committee to report to Parties on emissions limits (for the purpose of administering decision X/14) and for possible development at a later stage of more detailed guidelines for each of the process agent applications listed in the decision.

Indian halon phase-out strategy

35. At its Twenty-eighth Meeting, the Executive Committee took note of the Indian halon phase-out strategy submitted by UNDP on behalf of the Government of India.  The technical audit of the halon production facilities in India was completed by a consulting firm contracted by the Fund Secretariat in response to a request from the Government of India.  At its Twenty-ninth Meeting, the Executive Committee noted the completion of the technical audit of the Indian halon production facilities and agreed that the World Bank could start project preparation for which it had previously received funding.

Strategy plan for ODS phase-out from production of extruded polyethylene and polystyrene foams sub-sectors of China

36. The Executive Committee at its Twenty-ninth Meeting decided to request UNIDO to carry out further work in conjunction with the Secretariat in order to demonstrate that the strategy complied with decision 28/46, and to refine the project so as to eliminate references to decision 25/50, part (d), which was not applicable, and to report back to the Thirtieth Meeting of the Executive Committee.

Phase-out Plan for the Solvent Sector in China
37. The Executive Committee received for funding the phase-out plan for the solvent sector in China and decided to set up a working group to assist it in reviewing and revising it.  At its Twenty-ninth Meeting, the Committee received a progress report from the Chair of the working group that major issues had been resolved and substantial progress made, although some issues remained to be clarified.  He reported that the representative of the United States would be taking the lead in drafting a proposed agreement for the China Solvent Sector Plan, discussing it with other interested donors in the group, and forwarding it to the Government of China for consideration and to other members of the working group for information.  That work would be undertaken with a view to holding a substantive discussion leading to an agreement on the funding level, and the draft agreement would be discussed in January 2000 in Paris.

Tobacco Sector Phaseout Plan of China

38. UNIDO submitted, on behalf of the Government of China, the revised phase-out plan for the tobacco sector to the Twenty-ninth Meeting for consideration by the Executive Committee.  At the Twenty-ninth Meeting, the Executive Committee decided to request UNIDO to continue its discussion with the Fund Secretariat in order to finalize its work on the sector plan and report back to the Thirtieth Meeting.

G.  Policy matters

Strategy and guidelines for the methyl-bromide sector
39. At its Twenty-seventh Meeting the Executive Committee set up a working group, composed of Algeria, Brazil, Canada, China, Italy and the United States of America, to revise the existing guidelines for projects in the methyl bromide sector.  The Committee requested the Secretariat to prepare a document, incorporating information from experts in the field and members of the Methyl Bromide Technical Options Committee, as well as findings from demonstration projects. 

40. The Fund Secretariat convened a meeting of international experts on methyl bromide alternative technologies in June 1999 and submitted a report to the Twenty-eighth Meeting of the Executive Committee.

41. At its Twenty-ninth Meeting, the Executive Committee decided to reconstitute the working group from members of the new Executive Committee to conclude the work on the guidelines for the methyl bromide sector; to include the subject of the revision of the guidelines for the methyl bromide sector in the agenda of its thirtieth meeting; request the Secretariat in conjunction with the relevant implementing agencies, to develop draft project templates for cost categories for specific priority applications; and continue using the existing guidelines until the new guidelines had been completed.


Refrigerant management plans
42. At the Twenty-seventh Meeting, the Executive Committee established a contact group to review the various issues related to the refrigerant management plans. Committee Members and implementing agencies were invited to communicate their views and field experience.  

43. At its Twenty-ninth Meeting, the Executive Committee decided to reconstitute the contact group from members of the new Executive Committee and include the subject as an item of the agenda of the Thirtieth Meeting of the Executive Committee.


Concessional lending
44. Subsequent to reviewing a concept paper on concessional lending presented by the United States of America at its Twenty-seventh Meeting, the Executive Committee requested the Secretariat, in cooperation with the implementing agencies, to prepare, a compendium of past decisions and experiences so far with loan components; and 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.

45. In considering the discussion paper on concessional lending prepared in response to the above decision, the Executive Committee at its Twenty-eighth Meeting took note of the following principles presented by the representative of Canada and discussed by the Executive Committee: (a) 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; (b) 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; (c) 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; and (d) the operation of concessional loans, or other innovative financing mechanisms, required an appropriate provision for administrative costs.

46. The Committee also invited its members 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 both as an item on the agenda and in a large-scale informal meeting at the Twenty‑ninth Meeting of the Executive Committee.

47. At its 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 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.


Assembly, installation and charging of refrigeration systems

48. At its Twenty-seventh Meeting, the Executive Committee noted that this new sub-sector was not yet fully defined and established some initial guidelines for activities characterized by the assembly, installation and charging of refrigeration systems. At its Twenty-eighth Meeting, the Committee further decided that, when submitting project proposals for enterprises in the services sector, implementing agencies should strive to provide, wherever possible, data on procurement and consumption of ODS for a three-year period, or an explanation of why such data could not be furnished. 

Eligibility of ODS consumption arising from evaporation losses in the foam industry

49. At its Twenty-seventh Meeting, the Executive Committee reaffirmed the provision requirements that extreme care was to be taken to ensure the reliability and accuracy of data on ODS consumption and requested that enterprises make the relevant records available to the implementing agencies.  The Committee requested the implementing agencies to determine ODS evaporation losses in foam projects and decided that losses of up to 10 per cent of the ODS purchased and used in the production of foam could be considered as eligible ODS consumption of an enterprise. 

Initial guidelines for the commercial refrigeration end-user sector

50. At its Twenty-seventh Meeting, the Executive Committee considered the issue and decided to request the Secretariat and the implementing agencies to refine the draft initial guidelines prepared for the sector. At its Twenty-eighth Meeting, the Executive Committee adopted the set of initial guidelines for end-user conversion in the commercial refrigeration sector, to be applicable for an initial period of 18 months, after which time they would be subjected to review.
Sterilants sector

51. At its Twenty-eighth Meeting, the Executive Committee adopted initial guidelines for projects in the sterilants sector, with the understanding that the guidelines would be reviewed after sufficient projects in the sector had been considered. Such review would enable general conclusions on costs to be drawn and would permit consideration of a cost-effectiveness threshold. Pending the review, the cost-effectiveness of proposals would be considered on a case by case basis. 


H.  Matters relating to the Meeting of the Parties
52. In response to decisions VIII/5, VIII/7, IX/14, and X/31, the Executive Committee is annexing hereto its report to the Eleventh Meeting of the Parties on actions taken to improve the financial mechanism for the implementation of the Montreal Protocol. 

I.  Fund Secretariat activities
53. The establishment of the monitoring and evaluation function in the Secretariat was implemented by the recruitment of the Senior Evaluation Officer.

54. In the reporting period, the Fund Secretariat prepared documentation and provided conference services for the Twenty-seventh, Twenty-eighth and Twenty-ninth Meetings of the Executive Committee, three meetings each of the Sub‑Committee on Project Review, the Sub‑Committee on Monitoring, Evaluation and Finance, and the Subgroup on the Production Sector.

55. The Fund Secretariat analysed and reviewed proposals for some 760 projects and activities from implementing agencies and bilateral donors and commented on 7 country programmes. Comments and recommendations were provided, as appropriate, on all proposals submitted for the consideration of the Executive Committee.

56. The Fund Secretariat also prepared some 20 papers on emerging or ongoing policy issues.  In addition to specific policy papers, the Fund Secretariat presented other operational policy issues to the Executive Committee in overview papers prepared for each meeting.

57. The Secretariat sponsored the international expert group meeting on methyl bromide alternative technologies in June 1999 and assisted in the revision of the guidelines for methyl bromide projects.  The Fund Secretariat also organized 4 coordination meetings with the implementing agencies.

58. Archival and reference documents, including the Inventory of Approved Projects and the Policies, Procedures and Guidelines handbook were updated and circulated as appropriate.

59. The Fund Secretariat administered the following contracts:

· Technical audits of the CFC production facilities in China and India

· Technical audit of the halon production facilities in India

· Sector evaluations on the refrigeration programme and institutional strengthening projects

60. Secretariat staff undertook several missions relating to the programme of the Multilateral Fund, meetings of the Parties, and GEF Council meetings.

J.  Reports of the Executive Committee
61. The reports of the Twenty-seventh, Twenty-eighth and Twenty-ninth Meetings of the Executive Committee (UNEP/OzL.Pro/ExCom/27/48 and Corrs.1 and 2  UNEP/OzL.Pro/ExCom/28/57, and UNEP/OzL.Oro/ExCom/29/65 respectively) have been distributed to all Parties to the Montreal Protocol.
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