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I. Introduction

1 By decision XV/56, adopted at their &t their Fifteenth Meeting, in Nairobi, 10-14 November 2003,
the Parties to the Montredl Protocol decided to hold an extraordinary Mesting of the Parties from 24 to

26 March 2004 in order to complete consideration of theitems on the agenda of the Fifteenth Meeting of
the Parties, in accordance with rule 4, paragraph 3, and rule 13 of the rules of procedure. A provisona
agendafor the extraordinary Meeting of the Partieswas provided in the annex to decision XV/56 (see
annex | to the present note).

2 The present note provides asummary for discussion by the extraordinary Meeting on the issues
related to item 3 of the provisiona agenda, as considered and decided by the Fifteen Mesting of the
Parties. A full account of the deliberations at the Fifteenth Mesting of the Parties may be found in the
report of the Fifteenth Meeting of the Parties, contained in document UNEP/OzL..Pro.15/9.

3 The note aso covers the issues discussed at the speciad meeting convened by the Methyl Bromide
Technica Options Committee, asprovided in decision XV/54, paragraph 2, in Los Angdles, United
States of America, 9-12 February 2004, immediately followed by ameeting of the Technology and
Economic Assessment Panel, on 13 and 14 February. The Technical and Economic Assessment Panel
issued areport of that meeting, entitled: “Critical use nominations: 2004 supplementary report”, dated 14
February 2004, which was placed on the web site of the Ozone Secretariat at: www.unep.org/ozone A
summary of recommendations and proposalsin the Pandl’ s report are provided below, in paragraphs
19-22.
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4 For the convenience of participants at the extraordinary Meeting of the Parties, the following
background documents were posted on the internet for review and downloading:

(a) TEAP Handbook on Critical Use Nominations for Methyl Bromide, August 2003 (update);

(b)  TEAP May 2003 Progress Report chapter 3: “Critica use nominations for methyl
bromide’, and chapter 4: “Alternatives evauated in Article 5(1) countries — response to decision 1X/5”;

(c)  TEAP October 2003 Supplementary Report on Critical Use Nominations, supplementary
report;

(d)  Document UNEP/OzL .Pro.WG/23/CRP.12: Draft decision on conditionsfor granting
critical-use exemptions for methyl bromide, submitted by the Dominican Republic at the twenty-third
meeting of the Openrended Working Group of the Parties to the Montreal Protocol, 7-11 July 2003,
Montredl;

(e)  Document UNEP/OzL.Pro.WG/23/5: Report of the twenty-third meeting of the
Open-ended Working Group of the Parties to the Montreal Protocol, 7-11 July 2003, Montred;

) Document UNEP/OzL .Pro.15/3/Add.1: Information to facilitate discussionson the
appropriate reduction steps for methyl bromide for Parties operating under paragraph 1 of Article 5,
addendum, Fifteenth Meeting of the Partiesto the Montreal Protocol, 10-14 November 2003, Nairobi;

(99  Document UNEP/OzL .Pro.15/CRP.13: Submission by Australiaon the critical use
exemption process— parameters for streamlined annud reporting , Fifteenth Meeting of the Partiesto the
Montredl Protocol, 10—14 November 2003, Nairobi;

(h)  Document UNEP/OzL .Pro.15/CRP.20: Decision to permit levels of production or
consumption necessary to satisfy critical usesfor nontArticle 5 Parties, Fifteenth Meeting of the Parties
to the Montrea Protocol, 10-14 November 2003, Nairobi;

(i) Document UNEP/OzL .Pro.15/CRP.21: Report from the contact group meeting on
adjustment relating to the controlled substance in Annex E, Fifteenth Meeting of the Partiesto the
Montred Protocol, 10—14 November 2003, Nairobi;

()] Document UNEP/OzL .Pro.15/9: Report of the Fifteenth Meeting of the Partiesto the
Montred Protocol, 10—14 November 2003, Nairobi.

| ssues

Item 3 (a): Adjustment of the Montreal Protocol regarding further specific
interim reductions of methyl bromidefor the period beyond 2005 applicable to
Article 5 Parties

5. At the Fifteenth Meeting of the Parties, the representative of the European Community introduced
aproposa for an adjustment to the control the schedules for methyl bromide phaseout in Article 5
Parties. The proposd had been circulated prior to the meeting as document UNEP/OzL .Pro.15/3, and
document UNEP/OzL .Pro.15/3/Add.1 added supporting information on the feasibility of the proposd, as
requested at the twenty-third meeting of the Openrended Working Group. He explained that the proposal
had originated in 1997, with decision IX/5, which had resolved that the Meeting of the Partiesin 2003
should consder interim reductionsin methyl bromide consumption for Article 5 Parties beyond 2005.
The European Community’s proposa added three new steps, after the existing 20 per cent reduction by
2005: a 60 per cent reduction by 2007, a 75 per cent reduction by 2009, and a 95 per cent reduction by
2012. The date for complete phase-out remained at 2015, and the current exemption for quarantine and
pre-shipment uses aso remained unaffected.
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6. Current basdline consumption for al Article 5 Parties was about 15,500 tonnes, of which almost
half would be phased out by 2007 under existing projects supported by the Multilateral Fund. Given trat
additiona projects were very likely to be approved shortly by the Multilateral Fund, including, in
particular, phaseout projectsin China, which had now ratified the Copenhagen Amendment, the further
interim steps should certainly be achievable. In addition, of the 126 Article 5 Parties, dmost haf had no
consumption of methyl bromide and afurther 30 per cent had annua consumption below 60 tonnes, so
only 27 countries posed a significant challenge. The advantages of the proposd to Article 5 Parties were
that it would encourage the provision of financid assistance from the Multilateral Fund, maintain the
momentum that many countries had aready achieved through early phaseout, and help prevent
consumer boycotts of products treated with methyl bromide

7. A number of representatives stated that the proposal had merit, particularly in terms of facilitating
the provision of assistance from the Multilateral Fund. Concern was expressed, however, over the extent
and speed of the proposed reductions, and the possibility that the resources of the Multilateral Fund
might be over-stretched as aresult. It was aso pointed out that the final step, a 95 per cent reduction by
2012, could lead to an anomalous situation, as after total phase-out in 2015 countries would become
digiblefor critica-use exemptions. Judging by the current experience of non-Article 5 Parties, thetotal

of such exemptions could essily exceed 5 per cent, leading to Article 5 Parties' consumption levels
increasing after phaseout.

8 Representatives of many Article 5 Parties expressed their concern over the lack of technically and
economically feasible dternatives to methyl bromide, in contrast to the situation with
chlorofluorocarbons (CFCs) and other substances. Many countries were still running demongtration
projects, and were not yet ready to accelerate their phaseout schedules. Representatives dso argued that
it was essentia to reach agreement on the procedure for critica-use exemptionsrelated only to
non-Article 5 Parties, and, in any case, many Article 5 Parties had dready managed to achieve complete
phase-out without greet difficulty.

9 A contact group was established on 11 November 2003 to discuss the proposal of the European
Community for further interim reduction steps for methyl bromide for Parties operating under Article 5.
The report of the contact group was put before the mesting on 12 November 2003 as a conference room
paper, which aso contained arevised proposa for the adjustmentsto the Montrea Protocol to the
controlled aubstance in Annex E of the Protocol and a draft decision on thisissue, reflecting the
comments of the ddlegates at the meeting. The text of the conference room paper is reproduced in annex
11 to the present note.

10.  TheFifteenth Meeting of the Parties subsequently decided to consider the revised proposd for
adjustmentsto the Montrea Protocol a its extraordinary Meeting and to place the issue on the agenda of
the extraordinary Mesting asitem 3 () (see decision XV/56 in annex | to the present note).

11.  The Parties may wish to take a decision on the revised proposd for adjustment of the Montresl
Protocol as contained in annex 1 to the present note.

Item 3(b): Nomination for critical-use exemptionsfor methyl bromide

12.  AttheFifteenth Meeting of the Paties, Dr. Jonathan Banks, Co-Chair of the Methyl Bromide
Technica Options Committee of the Technology and Economic Assessment Pand, introduced the
Pandl’ s October 2003 supplementary report on the critical -use nominations for methyl bromide that had
bean submitted by the Parties by 31 January 2003. Dr. Banks informed the Meeting that, as provided in
paragraph 2 of decision 1X/6, the Technology and Economic Assessment Pandl had reviewed dl the
submitted nominations and in their initial May 2003 report had classified them as “recommended”, or as
“not recommended” or “unable to recommend”, because the necessary requested information had not
been provided.

13.  Initssupplementary October 2003 report, the Technology and Economic Assessment Panel had
introduced anew response to the critical-use nominations, namely “noted”. The Panel had introduced this
new category to indicate that aternatives had been identified for the nominated use, but that the
nominating Party had stated that there were congtraints that precluded their use, or had provided specific
ressons why methyl bromide was critical for a particular use (such as circumstances thet made the local
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use of dternatives not feasible on economic grounds for anumber of reasons, including lack of
marketing, insufficient lead time and problems of registration and regulaions). The Panel emphasized
that the “noted” category was not to be confused with nominations which the Panel was unable to
recommend because the necessary information had not been provided.

14.  The Pand dso recommended that critica-use exemptions should be granted on an annud basis
only; the guidance of the Parties was sought on this matter, however.

15.  ThePane sought the guidance of the Parties on how to handle critical-use nominations for
quantities of methyl bromide which exceeded the consumption level provided in the control measuresfor
methyl bromidein 2003-2004 in Article 2H of the Protocol.

16.  Thepreparatory segment agreed to establish an open-ended contact group on critical-use
exemptions far methyl bromide that would report to the plenary on the outcome of itswork. After further
discussion, the Fifteenth Meeting of the Parties decided, in decision XV/56, to hold an extraordinary
Mesting in Montredl on 24-26 March 2004, to resolve dl the outstanding issues related to methyl
bromide.

17.  Theressonfor the decision to hold the extraordinary Meeting on 24-26 March 2004 was to dlow
Parties sufficient time to submit additiona information on the critical-use nominationsplaced by the
Technology and Economic Assessment Pandl in the “noted” category in its October 2003 report, aswell
as for the Methyl Bromide Technical Options Committee and the Technology and Economic Assessment
Pand to consider such additiond information and issue areport of their deliberations and
recommendeations, and for the Parties to consider that report before the extraordinary Mesting.

18.  Concerning the category “noted”, the Fifteenth Meeting of the Parties, in its decison XV/54 (see
annex |11 to the present note), granted therequest of the Methyl Bromide Technical Options Committee
and the Technology and Economic Assessment Panel to evaluate the critica -use nominations that were
currently categorized as“ noted” and to recategorize them as*“recommended”, “not recommended” or
“unableto assess’. By decision XV/54, the Parties further directed the Methyl Bromide Technical
Options Committee to provide additiona guidance to assst Parties concerning the information required,
and requested the Parties to submit additiona informat ion on any nomination currently categorized as
“noted” by 31 January 2004. The decision also requested the Methyl Bromide Technical Options
Committee to convene a special meeting in time to alow the Technology and Economic Assessment

Pand to rdease areport to the Parties no later than 14 February 2004.

19.  Asprovided for in decision XV/54, the Methyl Bromide Technical Options Committee convened
amesting in Los Angeles from 9 to 12 February 2004 immediately followed by ameeting of the
Technology and Economic Assessment Panel on 13 and 14 February . During itsmeeting, the Committee
reviewed the additiond information submitted by Parties by 31 January 2004. A summary of the total
tonnage of methyl bromide (in metric tonnes) nominated by each Party in 2003 for critica-use
exemptionsin 2005, aswell as the tonnage which the Methyl Bromide Technica Options Committee had
recommended or had not recommend or which had been adjusted by the Party, or which had been
withdrawn by the Party or which the Methy | Bromide Technical Options Committee had been unable to
asess, ispresented in table 1.
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Table1: Summary of total critical-use nominations by tonnage (metric tonnes) and Party
(including those recommended by the M ethyl Bromide Technical Options Committee and the
Technology and Economic Assessment Panel in both October 2003 and February 2004)

. Notrecommended | Withdrawn Unableto
Nominated Recommended )
or adjusted by by Party assess
Party

Augtrdia 259.3 185.95 73.35
Bdgium 89.77 46.97 41.87 0.93
Canada 55.152 55.152 0
France 565 407 65 93
Greece 380 186 24 170
Igad 1100 0 0 1100
Italy 2840 1877 963
Japan 284 284 0
Netherlands 12 0 1.2
Portugal 200 50 0 150
Span 1159 781 378
UK 147.551 128.078 19.473
USA 9920.986 8942.207 978.779
Totals 17002 12943 2545 1271 243

20.  The Methyl Bromide Technica Options Committee also reconsidered, asprovided in paragraph 3
of decison XV/54, nominations categorized in the Pand’ s October 2003 report as “noted”, which had
been received from the following nine countries: Audtraia, Belgium, Canada, France, Greece, Italy,

Spain, United Kingdom and United States of America, and findized the Committee’ s recommendations
for the critical-use nominations submitted in 2003. The Methyl Bromide Technical Options Committee
recommended critica -use nominations of methyl bromide fully or in part,at atotal amount of 8,275.1
metric tonnes, and did not recommend atota of 8.6 metric tonnes. Asaresult of partial recommendation
by the Methyl Bromide Technical Options Committee or reduction of their nomination by individua
Paties, atotd of afurther 2,229.9 metric tonnes was not recommended. The tonnage of methyl bromide
was adjusted from that nominated in severa of the critical -use nominations. In most cases, thiswasto
bring the nomination into conformity with dosage rates considered appropriate by the Methyl Bromide
Technical Options Committee and the use of emission contral technology, such asvirtualy impermegble
films (VIF) or eguivadent. The outcome of the recategorization of the “noted” critica -use nominationsis
summarized by Party in table 2.

Table2: Summary of recategorized “noted” critical -use nominations by tonnage (metric tonnes)
and Party

Party Nominated Recommended Not recomlg;ended or reduced
y Party
Audrdia 150.0 95.8 54.2
Bdgium 86.4 445 41.9
Caneda 47.2 47.2 0
France 315 273 42
Greece 210 186 24
Italy 2490 1527 963
Soan 629 351 278
UK 52.4 52.4 0
USA 6533.6 5698.5 835.0
Totals 10513.6 8275.1 2238.5
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21.  Inaddition to the recommendations by the Methyl Bromide Technical Options Committeein
paragrgphs 19 and 20, the following proposals were included by the Technology and Economic
Assessment Pand in its February 2004 report, as provided by paragraph 2 of decison IX/6:

(@)  TheMesdting of the Parties might wish to consider the option of allowing quantities of
methyl bromide nominated as critica-use exemption for 2005 and 2006, but not approved by aMeeting
of the Parties, aslong as the resulting emissions were offset through the collection and destruction of
hdon-1211, cdculated & arate of one kilogram of haon-1211 for each five kilograms of methyl
bromide;

(b)  TheMesdting of the Parties might wish to consider and allow the use of methyl bromide
for critical-use nominations approved by a Mesting of the Parties for 2007 and beyond, only if the
ozone-depleting potentid of the relevant quantity of methyl bromide was offset by destruction of a
aufficient quantity of halons or CFCs. Approaches taken from previous Science Assessment Panel
reports could provide a basis for choices of the appropriate exchange ratios for the difsetsin 2007 and
beyond. The Technology and Economic Assessment Pand could confirm that adequate quantities of
aurplus halons and CFCs were available beyond the quantities required for critical -uses and the basic
domestic needs of the countries operating under Article 5, paragraph 1

(c)  TheMesting of the Parties might wish to consider and decide on an accounting
framework for critical -use nominations similar to the one used for essential use nominations, which
would list the quantity available from inventory and stockpile, the quantity alocated for critical-use
exemptions, and the quantity used, with ayear-end baance; the Secretariat could remind Parties that,
ater 1 January 2005, in countries that were granted critica -use exemptions, available gockpiles of
methyl bromide could be used only for quarantine and pre-shipment, for export to Article 5 Parties, as
feedstock,, and for usesthat had been granted critica -use exemptions; Parties could dso be reminded
that, under decision 1X/6, they must first use existing stockpiles, or quantities of methyl bromide banked
or recycled, to satisfy the uses granted under critica -use exemptions, and they could produce or import
methyl bromide to the extent of the critica-use exemption not satisfied by the quantity of
methy!| bromide available through stockpiling, banking or recyding.

22.  InitsFebruary 2004 report the Technology and Economic Assessment Pandl dso made the
following observations and suggestions:

(@)  TheTechnology and Economic Assessment Pand and its Methyl Bromide Technica
Options Committee gave the benefit of the doubt to the nominations submitted by the Partiesin 2003
and made extra efforts to obtain additional information to supplement the technical information
presented by the Partiesin their nominations. In the future, the Pand and the Committee would gtrictly
eva uate nominations, with the onus resting on the nominating Party to substantiate that the nomination
satisfied the criteria provided by decison 1X/6;

(b)  Thenominations submitted by the Partiesin 2003 had cited severd categories of reasons
for requesting critica-use exemptions:

0] Absence of identified dternatives;

(i) Identified aternatives not approved by the nationa regulatory authorities;

(iii)  Approved dternatives not available for such reasons as lack of time to develop
supply infrastructure, training in use of the dternative and adaptation of the process
to local conditions;

(iv)  Avalabledternatives not suitableto loca conditions;

(v) Longer time between fumigation and planting (plantkack periods) with the use of
some dternatives, causing disruption to cropping programmes,

(vi)  Available suitable dternatives not economicaly viable; and
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(vii)  Economicdly viable and available dternatives not yet adopted owing to
procragtination, inconvenience, and other reasons;

(c) The Technology and Economic Assessment Panel commented on the contention on which
some Parties had based their critica-use nominations, namely, that available dternativesto
methy| bromide were not “economicaly viable’. The Pand observed that, no matter what concept of
economic viahility was adopted, the question of who bore the cost must be resolved separately. The
additiona costs could be borne by the users themselves, the Governments nominating the critica-use
exemptions, or by some combination of the two. The clarifications provided by the Panel on the
“economic viability” concept could alow the Methyl Bromide Technical Options Committee uniformly
and objectively to evaluate the critica-use nominations submitted by the Parties;

(d)  ThePand made certain observations regarding the importance of proactive efforts at the
current time by the Parties to phase out the use of methyl bromide, including that less methyl bromide
would be required today if more proactive steps had been taken earlier.

23.  TheParties may wish to take a decison on the recommendations of the Technology and
Economic Assessment Panel and its Methyl Bromide Technical Options Committee to approvethe
critica-use nominations submitted by the Parties by 31 January 2003 and on any other proposa included
in the Panel’ s February 2004 report.

Item 3(c): Conditionsfor granting and reporting critical -use exemptionsfor
methyl bromide

24.  Theissue of the conditionsfor granting and reporting critical -use exemptions for methyl bromide
wasfirst raised by the Dominican Republic and discussed by the Open-ended Working Group at its
twenty-third meeting, in Montred in July 2003. Subsequently, a draft decision on thisissue was
forwarded by the Open-ended Working Group a its twenty-third meeting to the Fifteenth Meeting of the
Partiesfor further consideration (see annex |V to the present note).

25. The issue was discussed by the Fifteenth Meeting of the Parties under item 3 () (i) (b) of the
agenda (see paragraphs 23—29 of the report of the Fifteenth Meeting, contained in document

UNEP/OzL .Pro.15/9). In the ensuing discussion in the preparatory segment of that meeting, the Parties
agreed to set up an openrended contact group, to congider outstanding issues in the draft decision and to
report to the plenary. It was subsequently decided that the matter should be referred to the extraordinary
Mesting of the Parties for further consideration and to placetheissue onits agendaasitem 3 (c) (see
decison XV/56 in annex | to the present note).

26. A conference room paper on the permitted levels of production or consumption necessary to
satisfy critical-uses for non-Article 5 Parties was then submitted to the Fifteenth Meeting of the Parties
by the European Community, the text of which is reproduced below, in annex V to the present note. A
contact group was established to discuss this proposa and oneits co-chairs reported back to the meeting
on progress made in the group, noting that the group had regrettably failed to reach consensus. The
Fifteenth Meeting of the Parties therefore decided that this matter should also be referred to the
extraordinary Mesting of the Parties for further discusson.

27.  Inthe preparatory segment of the Fifteenth Meeting of the Parties, the representetive of Australia
introduced a conference room paper on critica-use exemptions process: parametersfor streamlined

annua reporting, the text of which isreproduced in annex V1 to the present note. She explained thet the
draft decison followed the discussions held in a contact group at the twenty-third meeting of the
Open-ended Working Group, and was intended as a basis for discussion by the contact group or groups
st up at the Fifteenth Meeting of the Parties. The Fifteenth Meeting of the Parties subsequently decided
that the matter should be referred to the extraordinary Meeting of the Parties for further consideration and
to place theissue on its agenda asitem 3 (d) (see annex | to the present document).

28.  The Parties may wish to reconsider the draft decision by the Dominican Republic and the
proposal by the European Community (as contained in annexes 1V and V, repectively, to the present
note) and to take adecision on theseissues.
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D. Item 3(d): Consideration of the working procedures of the Methyl Bromide
Technical Options Committee asthey relateto the evaluation of nominationsfor

critical-use exemptions

29.  Under thisagendaitem, the Parties may wish to consider any matter that concerns the working
procedure of the Methyl Bromide Technical Options Committee related to the eva uation of nominations

for critica-use nominations, and to take a decision on such matters.
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Annex |

Decision XV/56 of the Fifteenth Meeting of the Parties'

The Fifteenth Mesting of the Parties decides

(-]
Decision XV/56. Extraordinary Meeting of the Parties

Recognizing that the Fifteenth Meeting of the Parties has been unable to complete consideration
of theitems on its agenda,

Recalling Article 11, paragraph 2, of the Protocol,
Having regard to paragraph 3 of rule 4 and to rule 13 of the rules of procedure,

1. Todeem necessary an extraordinary Meeting of the Parties, to be funded from the Trust
Fund of the Montrea Protocol;

2. That theextraordinary Meeting of the Parties shall be held from 24 to 26 March 2004;

3. That the provisiona agenda of the extraordinary Meeting of the Partiesis set out in the
annex to the present decision;

4. Tomakeafinancia provision of $596,000from the Trust Fund of the Montrea Protocol
for the 2004 budget, for the expenses of the extraordinary Meeting of the Parties, including funds for
the attendance of the members and experts of the Methyl Bromide Technical Options Committee &t its
specia mesting;
Annex
Provisional agenda for the extraordinary Meeting of the Parties
1 Opening of the Mesting.
2 Organizational matters:
(8  Adoption of the agenda;
(b)  Organization of work.

3 Discussion on the issues and on draft decisions:

(@ Adjustment of the Montreal Protocol regarding further specific interim reductions of
methyl bromide for the period beyond 2005, applicable to Article5 Parties;

(b) Nominations for critical -use exemptions for methyl bromide;
() Conditionsfor granting and reporting critical -use exemptions for methyl bromide;

(d) Consideration of the working procedures of the Methyl Bromide Technical Options
Committee as they relate to the evaluation of nominations for critical-use exemptions;

4 Adoption of the report of the extraordinary Meeting of the Parties;

5 Closure of the Mesting.

See pages 78 and 79 of document UNEP/OzL .Pro.15/9.
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Annex ||

Report from the contact group meeting on adjustmentsrelating to the
controlled substancein Annex E

A.

Report

A contact group was established on 11 November 2003 to discuss further interim reduction steps
for methyl bromide for Parties operating under Article5, paragraph 1, as cdled for by decison 1X/5,
which gtates: “The Meeting of the Parties shdl decide in 2003 on further specific interim reductionson
methyl bromide for the period beyond 2005 applicable to Parties operating under paragraph 1 of
Articleb.”

Participantsin the meeting examined both thetiming and percentage reduction of the step-downs
in methyl bromide consumption. Representatives from the European Community agreed to show
flexibility in the timing and percentage reduction of step -downs, particularly thefirst and the last.
Step-downs were seen as important in assisting Parties to meet phaseout targets.

Participants thanked the European Community for the detailed information posted on the Ozone
Secretariat web site showing the progess in the phaseout of methyl bromidein Article 5 (1) Parties
(UNEP/OzL .Pro.15/3/Add.1). That information showed that 57 per cent of methyl bromide use was
scheduled to be phased out by 2007 based on current Multilateral Fund contractswith Article 5 (1)
Partiesfor methyl bromidereduction and phaseout.

Participantsin the Contact Group were mindful of the differencesin theindividua circumstances
of Article 5 (1) Partiesin their progress toward the phaseout of methyl bromide and the need for
afficient methyl bromidein the lagt three years, when finding dternatives could be challenging.

A short prolongation of thetime to complete an Multilateral Fund contract was seen asimportant
in particular circumstances, where necessary, for Article 5 (1) Parties that had accelerated phase-out
agreements with the Multilateral Fund. Such a safety net could help to maintain government and grower
confidencein attaining methyl bromide reduction targets, particularly when non-Article 5 (1) Parties
were applying for critical uses of methyl bromide.

Participants agreed that there would be advantagesin having further step-downs after 2005, asthe
Multilateral Fund would need to examine the step-down commitments occurring during each funding
triennium and the need to assigt Article 5 (1) Partiesin meeting those commitments.

A linear reduction consisting of mastly 20 per cent step-downs was considered practical and
potentidly achievable. Representatives of the European Community agreed to submit arevised shedule
(see attached) for the consideration of the Parties that took into account both the discussionsin the
contact group and the data provided by the European Community in document
UNEP/OzL.Pro.15/3/Add.1.

As contained in conference room paper UNEP/OzL .Pro.15/CRP. 21.
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B. Proposed adjustments—revised 12 November 2003

1

Adjustmentsreating to the controlled substancein Annex E

The following three paragraphs shall be added after paragraph 8 ter (d) (i) of Article 5 of the

Protocol:

2

“(ii) bis Each Party operating under paragraph 1 of this Article shal ensurethat for
the twel ve-month period commencing on 1 January 2008, and in each twelve-month period
thereafter, its cdculated levels of consumption and production of the controlled substancein
Annex E do not exceed, annualy, sixty per cent of theaverage of itsannual caculated levelsof
consumption and production, respectively, for the period 1995 to 1998 inclusive;

“(ii) ter Each Party operating under paragraph 1 of this Article shal ensure that for
the twelve-month period commencing on 1 January 2010, and in each twelve-month period
thereafter, its caculated levels of consumption and production of the controlled substancein
Annex E do not exceed, annualy, forty per cent of the average of itsannud calculated levels of
consumption and production, respectively, for the period 1995 to 1998 inclusive;

“(ii) queter Each Party operating under paragraph 1 of this Article shal ensure that for
the twelve-month period commencing on 1 January 2012, and in each twelve-month period
thereafter, its caculated levels of consumption and production of the controlled substancein
Annex E do not exceed, annudly, thirty per cent of the average of itsannua calculated levels of
consumption and production, respectively, for the period 1995 to 1998 inclusive;”

Draft decison XV/...: Further adjusmentswith regard to the substance in Annex E

To adopt, in accordance with the procedure laid down in paragraph 9 of Article 2 of the

Montreal Protocol and on the basis of the assessments made pursuant to Article 6 of the Protocol, the
adjustments regarding the controlled substance in Annex E to the Protocol, as st forth in annex [...] to
the report of the fifteenth Meeting of the Parties;

Comment: The above legd text is equivdent to the following:

Y ear Control schedule Per centage reduction Comment
2002 Freeze on 19951998 -- Current control schedule
2005 20% reduction on basdline 20% Current control schedule
2008 40% reduction on basdline 20%

2010 60% reduction on basdline 20%

2012 70% reduction on basdline 10%

2015 Phase-out -- Current control schedule

11
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Annex ||

Decision XV/54 of the Fifteenth Meeting of the Parties’

The Fifteenth Meeting of the Parties decides:

(]

Decision XV/54. Categories of assessment to be used by the Technology and Economic
Assssment Panel when assessing critical uses of methyl bromide

Recognizing that Parties had difficulty in taking a decision on the appropriate amount of methyl
bromide to use for critical-uses,

Mindful that exemptions must comply fully with decision IX/6 and are intended to be limited,
temporary derogations from the phase-out of methyl bromide,

1 To invite Parties with nominations that are currently categorized as“noted” in the
Technology and Economic Assessment Panel 2003 supplementary report to submit additional
information in support of their nominations, using the comments by the Technology and Economic
Assessment Panel/Methyl Bromide Technical Options Committee in the October 2003 supplementary
report as aguide to the additional information required. The Methyl Bromide Technical Options
Committee co-chairswill provide additional guidance to assist Parties concerning the information
required if so requested. Parties are requested to submit additiona information to the Ozone
Secretariat by 31 January 2004;

2 To request the Methyl Bromide Technical Options Committee to convene a specia
meeting, which should be held in sufficient timeto alow areport by the Technology and Economic
Assessment Panel to be released to the Parties no later than 14 February 2004;

3 To request the Technology and Economic Assessment Panel to evauate the critical -use
nominations for methyl bromide that are currently categorized as“noted” and recategorize them as
“recommended”, “not recommended” or “ unable to assess;

s See page 78 of document UNEP/OzL .Pro.15/9.
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Annex |V

Draft decision on the conditionsfor granting critical-use exemptionsfor methyl
bromide forwarded by the Open-ended Working Group at its twenty-third

meeting to the Fifteenth Meeting of the Parties

The Fifteenth Mesting of the Parties decides:

[.]

[Draft decison XV/[...]: Conditionsfor granting critica -use exemptions for methyl bromide

Recognizing that both article 5 and non-article 5 parties have made substantial progressin adopting
effective dternatives and thus reducing the consum ption of methyl bromide, and noting the desirability of
continuing the momentum in methyl bromide phaseout,

Noting that the Methyl Bromide Technica Options Committee hasidentified existing technicaly
feasible dternativesfor a least 93 per cent of methyl bromide uses, and that the uses without dternatives are
limited to specific cases,

Noting alsothat parties have aresponsibility gtrictly to limit exemptions from the Montred Protocol
schedule to the specific caseswherethere are no technically and economicdly feasible dternatives available to
users,

Recognizing that alarge number of article 5 Parties have made firm commitments towards the early
reduction and phase-out of methyl bromide as a condition of projects funded by the Multilateral Fund.

1 Inrelaionto critica -use exemptionsin non-article 5 parties:
@ To request the Technology and Economic Assessment Pandl:

(i) To make an evaluation of any potential economic, trade or other impacts in article 5
parties that might arise as a result of critical-use exemptions in non-article 5 parties, with
particular referenceto domestic and export products,

(i)  Toidentify optionsfor preventing the dumping of surplus methyl bromide stocksin article
5 parties as consumption isreduced in non-article 5 regions;

(i)  Topublishitsevduationin May 2004 so that the Meeting of the Partiesin 2004 can
discuss and decide suitable mitigating steps,

(b) To endorse the recommendation made by the Technology and Economic Assessment Pandl inits
May 2003 report that critical -use exemptions should not be authorized in caseswhere technicdly feasble
options are registered, available and commercialy used by smilarly Stuated enterprises, and can be
implemented at less cost than the medi an cost of Multilateral Fund projects, which was estimated to be
$24/ODRKg at present;

(© That critical-use exemptions will be granted in non-article 5 parties on the following conditions:

0] Exemptionswill be granted only in cases where there are no technically and economicaly
feesble dternatives available and suitable to users, as specified in decision IX/6;

(i)  Exemptionswill be granted on an annud basis only, as recommended by the Technology
and Economic Assessment Panel, the Methyl Bromide Technica Options Committee and the
Agricultural Economics Task Force of the Technology and Economic Assessment Panel, to teke

4 See pages 35-37 of document UNEP/OzL .Pro/WG.1/23/5.
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full account of rapid developmentsin dternatives and the fact that registration of additiona
dternativesis expected in the next one to two years;

(i)  If appropriate alternatives (that meet the criteriain decision 1X/6) become registered and
availablein or prior to 2005, the relevant party will notify the Ozone Secretariat and will not issue
licences for the importation/production of methyl bromide for the specific useswhere dternatives
have become available

(iv)  Partiesthat are granted critica-use exemptions will establish effective messures, including
apermit system and clear labelling of methyl bromide containers, to ensurethat al of the methyl
bromide authorized for critica -use exemptions will be used only for the specific uses for which
the exemption was granted;

(V) Parties that receive authorization for critical-use exemptions will provide detailed, full
reports on actions taken and progress made in reducing their need for methyl bromide for critica -
uses, including progressin dternative registration efforts; such reports will be a condition of
submitting any further nominations for critica -use exemptions

(d) To request the Technology and Economic Assessment Pandl, when recommending critical-use
exemptions, to recommend possible specific actions that would assist partiesin reducing the need for methyl
bromidefor critical-uses;

2 Inrdationto criticd-use exemptionsin article 5 parties that implement early phaseout:

(Option 1)

@ To request the Technology and Economic Assessment Panel to provide areport in 2004 outlining
the options and modaities for authorizing critica -use exemptions far article 5 partiesthat areimplementing
early phaseout of methyl bromide;

(Option 2)

@ To request the Executive Committee of the Multilatera Fund to make an addendum to existing
(nationa or sector) methyl bromide phaseout project agreements, sp ecifying that critica -use exemptions may
be authorized in cases where parties are genuinely unable to identify technically and economicaly feasible
dternativesto methyl bromide;

(b) The Executive Committee should request the Technology and Economic Assessment Pandl to
carry out areview of any requests for exemptions. If the Executive Committee is unable to address the matter in
away that is deemed to be satisfactory by al the article 5 party representatives in the Executive Committee, the
issue will be decided upon by the parties]
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AnnexV

Draft decision to permit levels of production or consumption necessary to satisfy
critical-uses for non-Article5 Parties, submitted by the European Community®

The Fifteenth Mesting of the Parties decides
[...]

Decision XV/[...]: Decison to permit levelsof production or consumption necessary to satisfy critical -
usesfor non-Article 5 Parties

Recognizing that technically and economicaly feasible dternatives exist for most uses of methyl
bromide, and notingthat Parties have made substantia progressin the adoption of effective dternatives,

Resolved that any critical -use exemptions should be implemented in amanner that removes impediments
to the further adoption of dternatives and crestes disincentivesfor use of methyl bromide,

Mindful that exemptions must comply fully with decision IX/6 of the Meeting of the Parties, and are
intended to be limited, temporary derogations from the phase-out of methyl bromide,

Resolved that each Party’ s authorized criticd -use volume should decrease each yeer, targeting the closure
of the critica-use exemption as soon as possiblein non-Article 5 Parties,

Taking into account the recommendeation by the Technology and Economic Assessment Pandl that
critical-use exemptions should not be authorized in cases where feasible options are registered, available
locdly and used commercidly by smilarly Stuated enterprises,

To authorize, subject to paragraphs 2 and 3, and taking into account paragraphs 4-10 of the present
decision, the production and consumption of methyl bromide for the specific critica -use nominations
categorized by the Technology and Economic Assessment Panel as“recommended” and, on an exceptiona
basisfor 2005, “noted” (set forth in appendix 1). The total authorized isup to amaximum of 30 per cent of
each Party’ s basdine

That where the gpplication of the 30 per cent maximum provided for in paragraph 1 above leadsto a
reduction of a Party’s production and/or consumption from the level that would otherwise be permitted, it will
be the responsibility of that Party to adjust itslevel of production and consumption accordingly;

To grant any critica-use exemptions on an annual bas's, in order to take into account the rapid
development of dternativesto methyl bromide and the anticipated registration of such dternativesin 2005;

To request the Technology and Economic Assessment Pane to develop aformat for an accounting
framework by 30 April 2004 that would record the details of specific critical-uses and to request each Party
that has been granted criticd -use exemptions to submit with their nomination the details of their specific
critica-usesin that format annualy, starting on 1 January 2005;

To request the Technology and Economic Assessment Pandl to develop aformat for acritica-use
exemption report by 30 April 2004, and to request each Party submitting anomination for critica-use
exemptions for methyl bromide after 31 December 2004 to submit areport in that format;

That each Party that has received a criticd-use exemption will ensure that the criteria set forth in
paragraph 1 of decision IX/6 are applied during its domestic procedures that provide for the licensing,
permitting or authorization of that critical use;

That eech nominating Party will submit to the Ozone Secretariat, by 1 January 2006, anationa or
regiond strategy for phasing out critica-uses of methyl bromide;

5 As contained in conference room paper UNEP/OzL .Pro.15/CRP.20.
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To request the Technology and Economic Assessment Panel to categorize critical -use nominations of
methyl bromide only as*recommended”, “not recommended” or “unableto assess’, following the procedures
established for essential uses,

To request the Technology and Economic Assessment Panel to develop guidelines for ng
“economic feasibility” in the nominations for critical-uses of methyl bromide, taking into account commercia
use by similarly situated enterprises, and to provide areport to the Partiesin May 2004;

To request the Technology and Economic Assessment Panel to modify the Handbook on Criticd -Use
Nominations for Methyl Bromide to take the present decision into account.
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Annex VI

Submission by Australia on thecritical use exemption process. parametersfor
streamlined annual reporting®

The parameters proposed here are suggested to gpply only toannual reporting by exemption
applicantsfor whom the first year exemption (for 2005) had been approved. Thisis separate from the
development of any revised/reduced data points that could be applied to new applications.

Itisproposed that the data points for annual reporting should focus primarily on the following
broad points:

1 Firgly, theapplicant’songoing progressin their effortsto evaluate, commer cialize and secure
national regulatory approval of alternatives. Thisshould include a delineation of new actions
taken, new trialsbegun, and/or progressreportson ongoing trials (including reports of success
or failureof such trials, and alternative plans proposed to address any implementation delays
or adverseresultsfrom trials of alternatives);

2 If pendingregistration of an alternative wasidentified asareason for the exemption in the
original exemption application, the progress achieved towar ds achieving registration of the
product;

3 Whererecommendations made by the M ethyl Bromide Technical Options
Committee/Technology and Economic Assessment Pand in regard to their applicationswere
adopted in a decision of the Meeting of the Parties, progressin addressing those
recommendations,

4. Wherean exemption isbased on the economic infeasibility of alter natives, confirmation that
the market factorsused to demonstrate economic infeasibility identified in the original
application have not subsequently varied; or, if they havevaried, advice on such changes;

5 Whereapplicable, advice of any reduction in thenumber of hectar es/cubic metrestowhich
methyl bromide was proposed to be applied in the original application.

1 Implementation of the Parties Mandate on Continued Effortsto Find Alter natives

In order for an gpplicant to qualify for an exemption, they must demonstrate their commitment to
finding technically and economicaly viable aternatives and achieving atrandtion to the use of
dterndtives. In particular, Decision IX/6 requires the following of an exemption gpplication:

“It is demonstrated that an appropriate effort is being made to evaluate, commercialize and
secure national regulatory approval of alternatives and subgtitutes.. Non-Article 5 Parties
must demongrate that research programmes are in place to develop and deploy alternatives
and subdtitutes. Article 5 Parties must demonstrate that feasible alternatives shall be
adopted as soon asthey are confirmed as suitable to the Party's specific conditions...”

It is proposed that gpplicants should report on their ongoing progressin implementing this mandate. The
nature of information required would vary according to the specific actions that had been outlined in each
gpplication, but generaly could consist of basic mandatory dements:

@)

(b)
©

Confirmation of implementation by the applicant of any trialsor other transtional activities
identified in their original application;

Description of actions planned to address any implementation delays,

Reporting of theresultsof such trialsor other activities (such asyield resultsachievedwith the
alternativein comparison those achieved through methyl bromide treatment), including copies of
formal trial reportswhere available;

6 As contained on pages 1-5 of conference room paper UNEP/Ozl.Pro.15/CRP.13.
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(d) A summary of theimplication of thetrial/activity resultsand outcomes, and of how they would
impact on the need for a critical-use exemption (in some cases, this could include confirmation of
the ongoing need for methyl bromide, but of alower quantity than that requested in the original
application); and

(e Wheretrialsof alternativesidentified in the applicant’ soriginal transition plan had been
conducted but yielded negative results, details of any alter native treatmentsor trials subsequently
considered and proposed variationsto implementation plan, as appropriate.

Inrelation to point (c), it should be noted that forma trid reports may not be available where an
goplicant’ s efforts focus on grower trids. In such circumstances, the gpplicant could indludein their
report adescription of dl relevant parameters of thetrids thet are available. These could includeitems
such as soil and climate typesin which they were conducted, plant-back times observed, the rate of
methyl bromide/alternatives application (kg/hectare, or kg/m?3), the proportionate mix of methy
bromide/chloropicrin, etc.

2 Registration of an alternative

Where an gpplicant hasidentified that an aternative was not yet registered at the time of the
original application’s submission, but was intended to be subsequently registered, the gpplicant should
report on the progress of the aterretive through the regitration process. Similarly, where an dternetive
was de-registered subsequent to submission of the origina application, the applicant would also report on
this development, and itsimpact (if any) on the applicant’ strangitiona plan.

Where applicable, this may include advice on any agreement from the nominating Party’ s relevant
government authority to prioritize or “fast-track” the regigtration of the dternative. However, it should
be noted that such “fast-tracking” may not be an available option in some countries.

It should aso be noted that progressin registration of aproduct will often be beyond the control
of an exemption applicant, as the registration application and process must be undertaken by the
manufacturer or supplier of the product. In such cases, any delay in the seeking of aproduct’s
registration should not be attributed to the exemption applicant, and should not impact on their digibility
for an exemption.

3 Implementation of Methyl Bromide Technical Options Committee/Technology and
Economic Assessment Pand recommendations

For many of the exemption applications submitted in 2003, the Methyl Bromide Technical Option
Committee and the Technology and Economic Assessment Panel have recommended that applicants
should explore either:

- options for reducing the quantity of methyl bromide required, or
- the use of particular dternatives not originaly identified by the applicant as part of ther
trangtiona plan.

Applicants subject to such recommendationswere requested to respond through the nominating
Party to the Methyl Bromide Technical Option Committee and the Technology and Economic
Assessment Panel by September. In some cases, it may bethat the applicants' initia responses will
result in the recommendations not being pursued further (for example, where an applicant can
demongrate that arecommendation cannot be applied to the applicant’ s specific circumstances).

In other cases, an gpplicant may advise in their response that they require further time in which to
determine the gpplicability of arecommendation (for example, where apotentid dternative identified by
the Methyl Bromide Technical Option Committee requires assessment and/or trialing by the applicant to
determine its relative applicability to their own specific circumstances). In such cases, the applicant
could report on their further exploration of the recommendation as part of their annud reporting.

(@) Wherethisfurther exploration took theform of trialing of an alternative, thereporting would be
consistent with the parameter soutlined in Section 1 above.
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®)

Whereit related to an assessment of the economic viability of arecommended option, thereporting
would berequired to addressthe relevant economic data points identified for original applications
set out in Section 3 of thecritical -use exemption Handbook.

Alternatively, an applicant may advise that they require further time in which to actudly
implement arecommendation, and that thisimplementation will have only agradud effect on their
digihility for an exemption, or on their exemption quantity (for example, where arecommendation has
focused on the use of virtually impermesblefilms (VIFs), but the availability of such filmsto the
gpplicant islimited, and they require sufficient time in which to source, import and/or apply them).

©

I'n such circumstances, annual reporting would include information on the applicant’s
implementation of therecommendation. Thiswould include any technical, economic or practical
obgaclesarising to prevent or delay such implementation. Information on technical or economic
obstacles should, where applicable, refer to relevant data pointsidentified for assessment of
economic and technical viability identified in Section 3 of the Handbook.

4 Variationsin economic feasibility

Where an gpplication has focused on economic infeasibility of an dternative, the applicant would
have clearly stated the data points on which the economic infeasibility determination was established.

Thesefactors can be subject to change over time, and it is possible that fluctuationsin such
factors could impact on the applicant’s claimsthat an aternativeis not economically viable.

Where an gpplication has been gpproved on the basis of economic infeasibility of an dterndtive,
the gpplicant should report on any significant changes to the data points used in the analysis which served
asthe basis for economic infeasibility. Thiswill undoubtedly include:

@
(b)

The purchase cost per kilogram of methyl bromideand of the alter native;
Grossand net revenuewith and without methyl bromide, and with the next best alternative.

5 Reduction in quantity of methyl bromide required

Section 3.1 of the Handbook requests pre-plant applicants to provide information on the number
of hectaresto be treated with methyl bromide. (Thereisno comparable requirement for post-
harvest/structural gpplicants, although presumably the same intent applies: to alow confirmation of the
quantity of methyl bromide requested in anapplication.)

In some cases, it is possible that the number of growers represented in a pre-plant application
could vary over time, with aresultant change in the number of hectares proposed to be treated with
methyl bromide. Where such achange resulted in alower number of hectares requiring trestment than
that identified in the origina application, the quantity of methyl bromide required for the exemption
would aso reduce.

@

Applicants should ther efore confirm that their number of hectaresor fumigation facilities
identified in their original application hasnot changed. Wherethe number hasbeen reduced, the
applicant should quantify theresultant reduction in the quantity of methyl bromide nominated in
the exemption.
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