Illegal Trade Breakout Group

Informal meeting on facilitating implementation of the Montreal Protocol

investigation
agency
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Guiding questions =
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1. How can a more accurate picture be provided of trade in controlled substances that can assist in
identifying and addressing illegal trade? What knowledge gaps remain in the area of illegal trade?
« What is our current picture of illegal trade?

2. How can international cooperation to share information and coordinate efforts to detect and
prevent illegal trade of controlled substances be enhanced?
« What current cooperation is in place?

3. What actions can be taken to address the key drivers of illegal trade, and to strengthen parties’
capacities to address those drivers? What enforcement actions have proved most effective in
addressing illegal trade?

« What are the key drivers of illegal trade?

4. What special issues relating to trade (such as, transshipment, export and re-export, and free-trade
zones) could parties revisit as part of strengthening efforts to address illegal trade?
 Initial thoughts.



Scale of illegal trade: What do we know? @7 L

« WCO Operation Demeter X — HFCs are now the most-seized illicit commodity.
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« Voluntary reports of seizures have increased in recent years but are still low compared to the
potential scale — EIA’s database shows higher numbers

« In 2021 EIA estimated illegal HFC trade in the EU to be between 20-30% of the legal trade

« EIA believes that the scale and impact of illegal trade in HFCs and HCFCs could surpass levels that
occurred during the CFC phase-out
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Methodologies @ iy

- Front door smuggling: openly declared as controlled substance but no quota/licence

- False labelling of cylinders/packaging

« Misdeclaration in shipping documents

« Fakerecycled/reclaimed

« Concealment — e.g. in passenger vehicles, LPG tanks, inside equipment, double layering
« Transhipment fraud
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Counterfeit lower-GWP blends HFC 134a seized in Serbia on HFCs smuggled in LPG tanks
route by bus to Germany with

undeclared Botox and perfume



Methodologies: History repeating... S
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Current cooperation to address D

1llegal trade
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« 1PIC — 111 countries plus EU are registered.
Should we drop the ‘i'?
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« WCO Operation Demeter X — 110 customs authorities y, UN ENVIRONMENT

took part. 344,625.9 kg of ODS & HFCs, and 24,198.9 kg
and 11,620 pieces of equipment containing or relying on
controlled substances

« EU - joint inspection weeks led by member states, U et & o '//I’ i
European Anti-Fraud Office (OLAF) and Europol. In oo T e G,
2021 seized 2100 cylinders of illicit HFCs valued at over ;g >
10 million euros

« UNEP Compliance Assistance Programme — bringing
together NOOs and customs authorities, recognising
achievements.




Key drivers of illegal trade Qi

« Continued high demand as supply is reduced / High profits vs low risk of prosecution
» Disposable cylinders
« Wide use of social media, online marketplaces (eBay, Facebook, etc.)

« Ineffective policy framework — loopholes/exemptions, lack of administrative & criminal
procedures, lack of capacity (and basic tools e.g. analysers)

« Parallel implementation of HCFC and HFC schedules in A5 countries and large-scale
production of HCFC-22 for feedstock.
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Develop policy and practice to
achieve early reductions in
demand for HFCs and
enhance effective
enforcement.




Issues for Parties to consider =

A toolbox of measures to address illegal trade:
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« Ways to improve reporting of illegal trade, including mandatory
reporting

- New tools to monitor and control the trade, including PIC, digital supply
chain tracking, financial investigations

« Best practice national legislation to reduce demand and enable effective
enforcement (e.g. early bans on high-GWP HFCs, minimum labelling
requirements, transparency in online sales, requiring customs
cooperation, limiting ports of entry & exit)

» Global ban on disposable cylinders — to reduce illegal trade, improve
safety, quality and reliability of refrigerants
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