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62" Meeting of the Executive Committee of the Multilateral Fund for Implementation of the Montreal Protocol

UNDP
AMENDMENT TO THE 2010 WORK PROGRAMME

I. EXECUTIVE SUMMARY

The present document constitutes the Amendment to UNDP’s 2010 Work Programme and is being
submitted for consideration of the ExCom at its 62nd Meeting. The list of submissions for all funding
requests submitted by UNDP to the 62nd ExCom Meeting is tabulated in Annex-1 to this document.
Project proposals such as MYA tranches, HCFC investment and demonstration projects and other
individual/investment proposals, are not submitted as part of this document and are submitted separately
as per normal practice. Only the following (non-investment) submissions are part of this document as
per current practice and all requests are made in accordance with the provisions of the relevant decisions
and guidelines of the Executive Committee. Section Il provides more details about each of the
categories of funding requests below:

Institutional Strengthening Extensions

The requests for funding for extensions of Institutional Strengthening projects are made for 6 countries,
namely, China, Ghana, Lebanon, Nigeria, Pakistan, and Venezuela.

Other non-investment activities

UNDP had submitted a request for funding for a global technical assistance activity to the 57, 59™ 60™
and 61% ExCom meetings, for resource mobilization for maximizing climate co-benefits. This request
has been revised and is being resubmitted for the consideration of the Executive Committee at its 62"
meeting. Requests for funding of finalized pilot ODS destruction demonstration projects, one in Cuba
and one in Ghana, are included. One demonstration project for conversion from HCFC-22/HCFC-142b
technology to CO2 with methyl formate co-blowing technology in the manufacture of XPS foam is also
included.

Il. FUNDING REQUESTS PART OF THE WORK PROGRAMME AMENDMENT
Institutional Strengthening Extensions
Requests for funding of extensions of institution al strengthening projects included in this document for

submission at the 62nd ExCom Meeting are tabulated below. The relevant concepts/proposals have been
submitted separately.

. Duration Agency
Country Type Title (months) Amount Fee Total
China* INS Institutional Strengthening Renewal Phase-IX 24 390,000 29,250| 419,250
Ghana* INS :E)>(<ten5|on of Institutional Strengthening Phase 24 139,100 10,433 149,533
Lebanon* INS Institutional Strengthening Renewal Phase-VII 24 155,090 11,632 166,722
Nigeria* INS \E/)I(tensmn of Institutional Strengthening Phase 24 260,000 10500 279,500
Pakistan* INS Institutional Strengthening Renewal Phase-VI 24 224,467 16,835 241,302
Venezuela* INS Institutional Strengthening Phase X 24 285,480 21,411| 306,891
Total: 6 requests 1,454,137| 109,061| 1,563,198

*Submitted separately
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Other Non-Investment Activities

Other non-Investment activities are listed in the following table.

. Duration Agency Coop
Country Type Title (months) Amount Fee Total Agency
Global TAS |Resource mobilization for climate co-benefits 12 199,000 17,910 216,910 N/A
China* DEM |HCFC demonstration project(XPS Foams Sector) 18| 1,973,300 147,998| 2,121,298 N/A
Cuba* DEM |Pilot Demo on ODS-Waste Management 48 792,763 59,457 852,220 N/A
Ghana* DEM Pilot Demonstratlon_ Project on ODS-Waste 36 377,677 28.326| 406,003 N/A
Management and Disposal

Total: 4 requests 3,342,740 253,691| 3,596,431

*Submitted separately

The proposal for “Resource Mobilization for Climate co-benefits” is attached as Annex 1.

I11. SUMMARY OF FUNDING REQUESTS (WORK PROGRAMME AMENDMENT)

The table below summarizes the funding requests for non-investment activities and proposals, as part of
the Amendment to UNDP’s Work Programme for 2010, submitted to the 62" ExCom Meeting:

.. Grant Agenc Total

No | Country Type Description Request geesy (US$)
1 | China* INS Institutional Strengthening Renewal Phase-1X 390,000 29,250 419,250
2 | China* DEM HCFC demonstration project (XPS Foams Sector) 1,973,300 147,998 2,121,298
3 | Cuba* DEM Pilot Demo on ODS-Waste Management 792,763 59,457 852,220
4 | Ghana* INS Institutional Strengthening Renewal- Phase 1X 139,100 10,433 149,533
5 | Ghana* DEM Pilot Demonstration_ Project on ODS-Waste 377,677 28.326 406,003

Management and Disposal

6 | Global TAS Resource Mobilization for Climate Co-benefits 199,000 17,910 216,910
7 | Lebanon* INS Institutional Strengthening Renewal Phase VII 155,090 11,632 166,722
8 | Nigeria* INS Institutional Strengthening Renewal- Phase VI 260,000 19,500 279,500
9 | Pakistan* INS Institutional Strengthening Renewal Phase VI 224,467 16,835 241,302
10 | Venezuela* INS Institutional Strengthening Phase X 285,480 21,411 306,891
TOTAL: 10 requests 4,796,877 362,752 5,159,629

*Submitted separately
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ANNEX 1

Resource Mobilization to Maximize Climate Co-Benefits
UNDP Revised Proposal

1. Resubmission of an Amended Proposal

In accordance with Executive Committee Decision 58/22, 59/21, 60/22 and 61/25, UNDP is resubmitting the
mentioned proposal for consideration at the 62" Executive Committee meeting. After the contact group
discussions at 61°% Executive Committee meeting, UNDP's proposal has been further revised to take comments
from members and to adjust it in view of recent global developments.

The overall objective of this proposal continues to be for UNDP to explore the different funding solutions and
barriers to finance the climate benefits of HCFC phase-out and ODS destruction activities. In seeking to achieve
this objective, UNDP will leverage its experience as a one-stop-shop in environmental finance, with the emphasis
on efficiently and seamlessly bringing together different funding sources including funding sources as GEF, the
carbon markets (compliance and voluntary), bilateral donors and private sector partners.

While this proposal relates closely to the possible Special Funding Facility for Additional Income (SFFAI) under
the MLF and still pending Executive Committee decision, it is not dependent on that specific MLF related Facility.

In order to facilitate Executive Committee members in understanding the difference between this proposal and the
last submitted version, UNDP will indicate those changes in this document.

In short, under this amended proposal, UNDP will develop three concrete, learning-by pilot project proposals.
These pilots will also identify barriers and potential finance options for climate benefits as they affect on-going
HPMP preparation work and ODS destruction project definition. These results will be of value irrespective of the
eventual design of any SFFAI.

2. Historical Developments

In the interim period from the time UNDP submitted its first proposal to the Executive Committee, there have been
a number of developments:

e Montreal Protocol Meetings. Developments included:

0 The Secretariat's submission at the 59th Meeting of a new report on the SFFAI, further defining
the SFFAI's possible role and in particular focusing on implications for UNEP’s Treasury role

o0 Discussion of the SFFAI at the 59th Meeting of the Executive Committee, with Decision 59/48
requesting a specific agenda item to be included at the 60th Meeting

0 Decision XXI/2 at the Meeting of the Parties, linking ODS destruction to the SFFAI and requesting
the Executive Committee’s input on the SFFAI at the 30th Meeting of the Open-ended Working
Group

0 The one-day Seminary on Environmentally Sound Management of Banks of ODS held on the
sidelines of the 30th Meeting of the Open-ended Working Group.

e UNDP Contributions. UNDP has made a number of contributions to the ongoing discussion on financing
of the climate benefits of ODS management. This has included: side-events on an ODS Climate Facility at
the 57th Meeting of the Executive Committee and the 21% Meeting of the Parties, an issues paper on the
role of carbon markets which was attached to Secretariat’s report on the SFFAI to the 59th Meeting of the
Executive Committee; and a presentation on financing options as part of the formal agenda at the one-
day “Seminar on the Environmentally Sound Management of Banks of ODS” (Decision XXI/2 of the
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Meeting of the Parties). At this seminar held in Geneva on June 14" 2010, UNDP presented on the
“Considerations on a Facility to Finance the Climate Benefits of ODS Bank Management”. Through the
presentation UNDP analyzed the challenge of establishing sufficient and sustained sources of financing
to address the climate benefits of ODS banks management. The constraints regarding the voluntary
carbon markets were discussed, and possible solutions to target sources of international climate finance
were explored. UNDP presented the role and rationale for a Facility developing a controlled, “ring-fenced”
portfolio of demonstration projects targeting specific financial instruments, and its potential as a stepping
stone to sources of international climate financing. Three strategic issues to be explored by the Facility
were the targeting of compliance carbon markets, targeting of international public finance and, in due
course, addressing HCFC bank management

UNFCCC Meetings. Developments on financing for climate change at the UNFCCC meetings, following
the 15th Conference of the Parties in Copenhagen, continue to be mixed. On the one hand, there have
been renewed commitments, particularly at COP-15, to make new and additional financing available. On
the other hand, the details of many financial mechanisms remain to be determined and there is an
increasing view that the financing landscape for climate change, for both public and market sources, will
be increasingly fragmented going forward.

3. UNDP as a One-Stop-Shop for Financing of Climate Benefits

A central aspect of this proposal is for UNDP to act as a one-stop-shop to bring together different non-MLF
funding sources to fully address the costs of climate benefits relating to HCFC phase-out and ODS destruction
projects. The following figure illustrates the possible financing sources for life-cycle project opportunities (This
figure is non-exhaustive, with a focus on the refrigeration & AC sector for illustration purposes).

Figure 3:1 Funding sources for ODS Life-Cycle Opportunities

Market Transformation
For Energy Efficiency
/ Early Retirement

Current Funding Sources:
¢ GEF

*  MLF (pilots)

*  Public and private
investment

¢  CERs (HFC 134a)

*  VERs (HCFC141h)

e Other

Industrial Conversion/
Manufacture of ODS-Free,
Low-GWP Appliances

Current Funding Sources:

End of Life/
ODS Destruction

Current Funding Sources:
* VERs (CFCs, HCFCs)

* MLF
* CERs (HFC 134a)

* VERs (HCFC 141b)
*  Private sector
investment
Other

* MLF (pilots)

*  Public and private
sector investment
Other

UNDP is well positioned to draw upon its existing experience with different funding sources. These include:
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Multilateral Fund:

UNDP has long-standing expertise as an Implementing Agency for the Multilateral Fund since 1991. UNDP’s
current role as the Lead Agency for HPMPs in a significant number of key Article-5 countries places it in a unique
position to identify and develop appropriate projects.

Global Environment Facility (GEF)

UNDP was designated in 1991 as one of the 3 Implementing Agency for the GEF. UNDP has a large portfolio of
projects in the area of climate change, totaling over US$185 million. Opportunities exist to do joint activities with
ongoing programmes as well as designing new interventions to tap into funding in GEF 5, taking into
consideration the GEF 5 climate change focal area objectives as well as the links with POPs, as far as
destruction, and dioxins emissions due to incineration/burning.

Figure 3:2 UNDP'’s portfolio of GEF Energy Efficiency Projects (with links to Refrigeration & AC sector)

EE Standards
& Labeling
$62.5 million
(34%)

EE Buildi_n_gs Industrial EE
$104.4 million $18.8 million
(56%) (10%)

Carbon Finance

UNDP has been an active participant in the carbon finance arena since 2005 with established procedures, staff
and expertise in place. In terms of direct emission reductions, UNDP is active in the following areas:

e The MDG Carbon Facility, which offers project development services for projects under the Clean
Development Mechanism (CDM) and other carbon markets.

e UN REDD, which is pioneering carbon finance in 9 pilot countries in the area of avoided emissions from
deforestation. As a new area of carbon finance like ODS, there are a number of similarities between the
two which UNDP can use and exchange ideas and lessons learnt.

3. Proposed Activities
3.1. Overview of ODS Project Opportunities
Overall, UNDP sees clear opportunities for projects in at three areas:
1. ODS Bank management and disposal projects — particularly related to the end-of-life management of
appliances.
2. Co-financing opportunities in HCFC phase-out where climate co-benefits can be generated and

maximized through additional investments for conversion to appropriate technologies.
3. Energy Efficiency gains through ODS-related activities such as early retirement programs.
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For example, as mentioned above, there are clear possibilities to use linkages with other programmes (such as
but not limited to, the energy efficiency actions under the GEF climate change focal area) to develop projects and
leveraging access to the energy gains arising from the replacement of inefficient ODS-based appliances in order
to ensure appropriate end-of-life management is achieved. This will tap into country-specific initiatives towards
energy savings gains in appliance replacement programmes (e.g. the GEF Market Transformation Programme).
on

It is recognized that these project areas would be of interest to the Executive Committee of the Multilateral Fund,
since the Committee is mandated by MOP Decision XIX/6, at least for HCFC phase-out, to prioritize funding of
cost-effective projects and programmes that maximize climate benefits.

3.2. Amendments from Previous Proposal

This revised proposal incorporates a number of amendments, and in particular no longer includes a pilot project
related to the GEF. A key aspect factored into this proposal is that UNDP has now initiated, using UNDP funds
(not linked to the MLF), some of the pilot projects identified in the previous proposal; as such these have been
removed or amended. For instance, UNDP funds were used to test a model where UNDP could facilitate a
country to secure funds outside MLF to maximize climate benefits. As result of this effort, the national HCFC
phaseout plan was integrated with energy efficiency (EE) activities in Ghana using MLF and GEF funds to reach
its objectives. The model recently received approval of both MLF and GEF funds for Ghana (HPMP and PIF for
appliance replacement programme respectively). As such, there is no need to pursue any more testing of this
model for integrated HPMP and EE as it has been done and can be replicated.

UNDP funds have also helped to identify other opportunities from existing/already approved projects under the
Energy Efficiency window of the Climate Mitigation Focal Area under the GEF. Several projects under the
programmatic approach for “market transformation for energy efficiency in buildings; industrial energy efficiency;
and standards and labels” have been approved under the GEF. UNDP alone has a large portfolio of those
projects that can be used to maximize climate benefits (Figure 3.2). These GEF programmes lay the foundation
for sustainable energy efficiency activities/actions.

These projects have been approved for many GEF Implementing Agencies, including the World Bank, IDB, and
UNEP. UNDP stands open to share information with colleagues from other agencies so they can use these UNDP
implemented activities to maximize climate benefits for those countries where UNDP is not working for the
HPMP(but happens to have the GEF EE project in that country).It is up to each agency to tap into this large
number of activities under the GEF and make sure implementation is directed towards common goals and that
one project does not generate problems for the other as far as proper end-of- life management is concerned,,
such as avoiding the introduction of additional HCFC based equipment as a result of early retirement programmes
that will increase the demand for servicing.

The above reasoning indicates that synergies with the GEF and integrated models for EE projects under the GEF
can be achieved and do not require testing as it has been already been done and can be replicated (pending of
course countries decision to have their STAR allocations directed to these specific projects).

3.3. Pilot ODS Projects

Under this proposal, UNDP has identified three different project scenarios, selected for their distinct illustrative
value, which could benefit from co-financing of climate co-benefits. For each of these three areas, UNDP wiill
provide technical assistance for translating these concepts into concrete pilot project proposals, addressing each
project type’s methodological, structural, commercial and legal aspects. UNDP will then seek to work with project
entities to implement these projects. Finally, for each project type, UNDP will evaluate its experience in a detailed
evaluation.

As the agenda on climate-related aspects of ODS activities has moved on from primarily technical oversight to

organisation and validation aspects, the proposal has been modified to include these concepts and to get
concrete data/results of proposed projects. In this regard, the three different project scenarios are:
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A. A pilot project in one developing country with existing facilities for ODS Destruction. Financing modalities
which support local destruction will be explored. One option to be pursued here may include a regional
import model.

B. As a means to develop the architecture for a post 2012 regime ( as indicated in several occasions and
previous UNDP presentation), a pilot project will be developed to link a chosen ODS Destruction with a
Nationally Appropriate Mitigation Action (NAMA) or Sectoral Plan. This could include how ODS
recovery/destruction projects will be mainstreamed into the wider national mitigation programmes and
how national technology needs assessments will take HCFC alternative technologies and climate
implications into consideration.

C. A pilot project for HCFC phase-out to establish, the extent of co-funding available for incremental climate
benefits beyond the “low-GWP” provision under the MLF fund (i.e. beyond the 25% increase in threshold)

For each project scenario UNDP will perform the following activities:

1) An analysis of the baseline data, project type and its potential climate benefits.

2) Identification of potential stakeholders who may act as the project entity.

3) Review of emerging methodologies for assessing CO2 emission reductions in support of the project type
and commissioning of new methodologies, where appropriate.

4) Review of financing options, including carbon markets, assessing the technical, regulatory and financial
risks and cost effectiveness of different options, and identifying potential financing partners

5) Preparation of project proposals for each project type

6) Evaluation of experiences for each project type

7) Bring lessons into the HPMP preparation and implementation activities

As result, UNDP would be in a better position to share knowledge, identify and secure non-MLF finance
opportunities that countries may need to fund climate benefits.

4. Resource Requirements

The total costs are estimated as below (all figures in US dollars):

Cost Type UsD
International Consultant for technical coordination 45,000
Three technical experts for analysis/ methodologies and mapping finance options 127,000
Travel 27,,000
Total 199,000
Matching in-kind co-financing from UNDP( $75k already provided in 2009 & 2010) (150,000)
Net MLF Funding Requirement 199,000
Total Requirement( with 7.5% support costs) 216,910

As set out above, UNDP will be making a contribution of in-kind services amounting to US$150,000. The inputs
from UNDP will cover staff time and costs of its in-house carbon finance and other teams for providing technical
services related to analysis and development of methodologies and for developing the structural, commercial,
legal and policy elements.

The Phase-| costs of US$199,000 plus support costs are being requested for consideration at the 62" meeting.
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