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COMMENTS AND RECOMMENDATIONS FROM THE FUND SECRETARIAT

1. This document presents a summary of the World Bank’s planned activities for the
phase-out of ozone depleting substances (ODS) during the 2008-2010 triennium. It also provides
the World Bank’s business plan performance indicators, general comments and
recommendations for consideration by the Executive Committee. The World Bank’s 2008-2010
business plan is contained in Annex .

Planned activities 2008-2010

2. Although the business plan is a rolling three-year plan, most of the detail provided is for
2008. Activities planned for 2009 and 2010, except for those associated with existing multi-year
agreements (MY As), are included on a tentative basis only and may be revised during the course
of implementation of the final 2008-2010 business plan.

Planned activities for 2008

3. For 2008, the total value of projects planned for submission by the World Bank is
US $48.51 million (including support costs) leading to the phase-out of 11,612 ODP tonnes. The
business plan includes:

€)] Tranches related to twenty-one ongoing MY As for sector and substance phase-out
valued at a total of US $40.4 million that will lead to an ODS phase-out of
11,497 ODP tonnes, when implemented;

(b) One new investment project valued at US $4.2 million;

(©) Four institutional strengthening renewals (Ecuador, Philippines, Tunisia and
Turkey) with a total value of US $835,500;

(d) Project preparation valued at US $1.2 million;
(e) One global technical assistance activity valued at US $268,750; and
()] Core unit costs of US $1.65 million.

Planned activities for 2009

4, In 2009, the World Bank plans to submit projects with a total value of US $34.6 million
with an associated phase-out of 7,241 ODP tonnes. This includes US $25 million for activities
required for compliance, according to the compliance oriented model, US $8.9 million for HCFC
activities, and US $688,000 for accelerated methyl bromide phase-out.

Planned activities for 2010

5. In 2010, the World Bank plans to submit projects totalling US $14.69 million with an
associated phase-out of 173 ODP tonnes. This includes US $2.7 million required for compliance
and US $12 million for HCFC activities.
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Resource allocation

6. Table 1 presents a summary of the resource allocation in the World Bank’s 2008-2010
business plan.

Table 1

RESOURCE ALLOCATION (in US $000)

2008 2009 2010
Required for compliance
Approved multi-year agreements 40,386 22,446 235
Core unit costs of implementing agencies 1,651 1,687 1,724
Institutional strengthening 836 721 741
Metered-dose inhaler (MDI) activities 4,203 100
Sub-total (required for compliance) 47,075 24,954 2,700
Not required for compliance
HCFC - Demonstration Preparation 119
HCFC — Investment 1,183
HPMP 7,742 11,988
HPMP Preparation 1,049
MBR - Accelerated Phase-Out 688
ODS disposal 269
Sub-total (not required for compliance) 1,437 9,613 11,988
Total 48,512 34,567 14,688

7. The World Bank is seeking funding amounting to US $48.5 million in 2008. In the
Bank’s business plan, US $47.1 million is for activities required for compliance and
US $1.4 million is for activities not required for compliance. Most of the agency’s 2008
allocation is for annual tranches of approved MY As (US $40.4 million).

8. For 2009, most of the activities in the World Bank’s business plan are required for
compliance. However, in, but in 2010 most of the activities in the World Bank’s business plan
are currently classified as not required for compliance. Moreover, the level of expected funding
drops from US $48.5 million in 2008 to US $34.6 million in 2009 and to US $14.7 million in
2010. The World Bank has identified activities valued at US $45.1 million after 2010, all of
which will be directed towards HCFC activities.

Implementation and compliance assistance

9. During the 2008-2010 triennium, the World Bank plans to phase out 35,991 ODP tonnes
through ongoing projects and MYAs. In addition, the World Bank has indicated that
147 ODP tonnes will be phased out through projects that are to be submitted for approval during
the triennium.

10.  The focus of the World Bank’s activities in 2008 will be on: i) assisting client countries
during the last stages of their consumption and production phase-out, with a view to the 2010
compliance targets; ii) assisting countries to complete ongoing investment and non-investment
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activities, which are critical for compliance; iii) working with countries to develop and
implement activities that will ensure the sustainability of the phase-out beyond 2010; and,
(iv) assisting countries in considering alternatives for long-term HCFC demand management and
phase-out.

11.  The Bank will conduct its Twelfth Annual Workshop for Financial Intermediaries in late
April 2008 with a focus on “Transitioning to New Montreal Protocol Business”. Extensive
discussions on policy, technical and financial considerations associated with the accelerated
phase-out of HCFCs are planned for the two-day workshop.

General comments
12. These general comments address issues not required for compliance according to the
compliance-oriented model and include areas of possible project overlap.

Activities not required for compliance

13.  Activities not required for compliance are listed in Table 1 according to the value of the
requests for 2008, 2009 and 2010.

HCFEC activities

14.  The World Bank has including funding requests for ten preparation activities in nine
countries in 2008 for HCFC projects that are expected to be submitted to the Executive
Committee in 2009-2010. In addition to eight HPMPs, two demonstration projects in China are
included in the 2008 business plan: one for phase out of HCFCs in the foam sector and the
second for phase-out of HCFCs in the air conditioning sector.

15. The World Bank noted that the proposed 2008-2010 business plan includes indicative
funding requests and estimated ODP impact of potential HCFC phase-out strategies to be
developed for each of the nine countries. These figures are likely to change based on the results
of project preparation activities, and on policy decisions expected on HCFCs by the Executive
Committee in 2008.

16.  For all of the countries except China, the World Bank estimated the tonnage and value of
all the HCFC phase-out projects using a similar methodology. Projections of HCFC consumption
for each country were made on the basis of historical HCFC consumption data reported to the
Ozone Secretariat under Article 7 of the Montreal Protocol. Article 7 figures from 2000 to 2006
were analyzed. Based on the Bank’s experience in each country, assumptions were made on the
growth in the HCFC consumption sector. Projections of sector growth by the Bank for 2008,
2009 and 2010 were made at an average growth rate of 10 per cent per year. No growth beyond
2013 (the freeze year) was projected. A decrease of 10 per cent from the baseline level was
estimated by 2015. The World Bank noted that it used average cost-effectiveness on the basis of
US$6 per metric kilogram.  The range included in the business plan was from
US $64.50/kg. ODP for individual projects to US $119.15/kg. ODP for HPMPs. The agency did
not include tonnage for the demonstration projects in its 2008 business plan.
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17. The World Bank indicated that it needed clearer guidelines from the Executive
Committee on how to address the HCFC production sector and in particular how to address
issues involving feedstock uses of HCFC-22 for the production of fluoro-polymers, as well as
production of HFC-23 and associated Clean Development Mechanism (CDM) benefits.

Disposal of ODS

18. In its 2008 business plan, the World Bank proposed a global technical assistance activity
aimed at developing a strategy and/or methodology for ODS disposal, which would involve
obtaining funding from voluntary carbon markets for the destruction of unwanted ODS. It has
requested US $250,000 to carry out this activity.

Possible overlaps

19. At the Coordination meeting in January 2007, the Secretariat requested that letters be
submitted by all implementing agencies for activities where there could be possible overlaps.
The World Bank provided all of the relevant letters except one with respect to HCFC activities in
Turkey. In the absence of this letter, there remains a possible overlap of planned activities with
other agencies.

Performance indicators

20. A summary of the World Bank’s performance indicators pursuant to decisions 41/93,
47/51 and 49/4(d) is provided below in Table 2.

Table 2

PERFORMANCE INDICATORS

Item 2008 Target

Number of annual programmes of multi-year agreements approved versus those 21/21
planned
Number of individual projects/activities (investment projects, RMPs, halon banks, 6/6
TAS, institutional strengthening) approved versus those planned
Milestone activities completed (e.g. policy measures, regulatory assistance)/ODS

. ) 21/21
levels achieved for approved multi-year annual tranches versus those planned
ODS phased-out for individual projects versus those planned per progress reports 253 ODP tonnes
Project completion (pursuant to decision 28/2 for investment projects) and as defined g™
for non-investment projects versus those planned in progress reports
Number of policy/regulatory assistance completed versus that planned 12/12
Speed of financial completion versus that required per progress report completion 11 months
dates
Timely submission of project completion reports versus those agreed 100%
Timely submission of progress reports and responses unless otherwise agreed 100%

(*) Represents the number of projects expected to be completed in 2008, which will lead to an expected phase-out of 253

ODP tonnes.
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RECOMMENDATIONS

21.

The Executive Committee may wish to consider:

(a)

(b)

(€

Endorsing the 2008-2010 business plan of the World Bank as contained in
UNEP/OzL.Pro/ExCom/54/11, without prejudice to the Parties decision on
replenishment for the year 2010 and beyond, while noting that endorsement
denotes neither approval of the projects identified therein nor their funding levels,
and the endorsement is with any modifications based on consideration of the
following activities:

Q) HCFC activities;
(i)  ODS disposal activities;

Requesting the World Bank to report to the 54™ Meeting on the areas of possible
overlap with activities in other agencies’ business plans and note the information
provided as appropriate; and

Approving the performance indicators for the World Bank set out in Table 2 of
the Fund Secretariat’s comments, as contained in UNEP/OzL.Pro/ExCom/54/11.



