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COMMENTS FROM THE FUND SECRETARIAT

1. Through 31 March 1993, the Bank had expended approximately 10 per cent of the
US $3.2 million allocated for country programme and project preparation. During the first three
months of this year, expenses were incurred for project preparation in 16 countries. Progress
was reported on the five country programmes under preparation with Bank participation.

2. The Bank reported 18 activities as completed or closed since 1991. The 18 activities
included: the preparation of six country programmes (some with bilateral co-operation) and the
expenditure of project preparation funds allocated for five countries. The remaining seven
activities were "closed” because funds were used from other sources or the activity was no
longer needed. The report did not indicate the completion of any investment project or activity
resulting in ODS elimination.

3. At the ninth meeting, the World Bank reported that five grant agreements and one letter
agreement have been signed and six are pending. Since that meeting, one additional grant
agreement has been signed (for US $1.3 million) and six are pending. Of the US $9.4 million
for which grant agreements have been signed, an additional US $170,000 was disbursed since
the last meeting.

4, Almost half (46.8 per cent) of the US $87.6 million included in the World Bank’s CY93
Investment Project Pipeline has been submitted for consideration six months into the calendar
year 1993 budget including the US $15 million approved at the Committee’s ninth meeting and
US $26 million being requested at this meeting. Two new investment projects are being
proposed for inclusion in the Bank’s project pipeline: India (US $1.25 million and a global
aerosol project (US $350,000).

5. During the period (January through 15 May, 1993), the Bank reported on participation
in implementing agency co-ordination activities with UNEP and UNIDO and discussions with
all agencies and the Secretariat on the three-year plan and budget. A short paper on the three-
year plan and budget was prepared which identified the potential needs of its clients and reported
that the Bank could identify and help prepare projects in the order of US $125-150 million per
year.

6. The Bank informed the Committee that "part of the grant resources to the Government
of Turkey would be on-lent on concessional terms to the private sector enterprises participating
in the project”. This is the first time that funds provided through the Multilateral Fund to the
Bank are being on-lent by the recipient government on a concessional basis.

7. It should also be noted that retroactive financing was included in the Bank’s agreement
with Venezuela for 25 per cent of Venezuela’s Plasticos Molanca project and the Turkey project
will also have a provision for retroactive financing to cover project implementation expenditures
(some $1.2 million) which have already been incurred. The Bank reported that grants from the
Fund would not be subject to windfall profits taxation for the Venezuela Plasticos Molanca
project.
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8. In its report, the Bank also informs the Committee that the Venezuela chiller project
costs was revised down from US $2.115 million to US $1.74 million which resulted in a US
$45,000 reduction in incremental costs. This amount was offset by the purchase of an additional
US $45,000 required for retrofit design-specific condensers for four of the 27 retrofit units.
Therefore, incremental costs remained the same, US $1.1 million.

9. The Bank’s work programme amendments; a report and financial statements; and an
information document entitled, "Discussion Memorandum on Baseline ODS Prices for
Calculating Project Incremental Costs", are addressed elsewhere.

10. The Bank’s internal operations directive on Protocol operations (BP 9.02) which was
discussed at the sub-committee on expediting project implementation in September 1992 is to
undergo final review by Bank management before it is finalized and issued in its final format.
Nine Fund project-related and policy-related documents previously prepared were published
during this reporting period. The Bank also convened a meeting of the Ozone Operations
Resource Group (OORG) in early May.
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EXECUTIVE SUMMARY

The first quarter of 1993 has been the most active so far in the Bank’s two-year
involvement in Montreal Protocol operations. Substantial progress is being achieved on all
fronts: preparation of new investment operations, processing of funded investment operations,
work program activities, technical coordination and operational policy developments.

Following the 9th meeting of the Executive Committee (EC) of the Multilateral Fund for
the Implementation of the Montreal Protocol (MFMP), the Bank’s portfolio of MFMP-funded
investment operations has grown to some US $50 million dollars and projects which have been
given permission to proceed now amount to some US $10 million. The total number of separate
investment operations now stands at 17 (including Project Preparation Advances), 7 of which
have been committed (through a PPA letter or grant agreement) and four of which are
disbursing. Six additional commitments are expected in second quarter of CY 1993

New investment operations have been prepared for presentation to the 10th Meeting of
the MFMP Executive Committee. These include projects for China, India, and Thailand, project
preparation activities for Argentina, China, Malaysia, and Thailand, and a Global Aerosol
Project. Through these project preparation activities, the Bank is looking to the future and the
fulfillment of the objectives of the three-year plan and budget 1994-1997 for the Fund.
Investment projects, Work Program amendments and permission to proceed requests totalling
over US$ 29 million is being submitted to the Tenth Meeting of the Executive Committee.

There was significant progress in all investment operations. Pre-appraisal missions were
fielded in Ecuador, Thailand, Tunisia and Turkey. Appraisal mission visited China, Jordan,
Philippines and Turkey. The first supervision mission for an MP operation took place for the
Mexico projects.

Project identification, preparation and/or country program missions were fielded to
Argentina, Guatemala, India and Indonesia. Activities were initiated in India with a national
workshop on investment project preparation and sector ODS phaseout strategies.

A grant agreement was signed on April 30 for Venezuela’s Plasticos Molanca project.
The grant agreement includes a provision for 25% retroactive financing to cover project
implementation costs which have already been incurred, marking another break from Bank
standard procedure to accomodate the special needs of the Montreal Protocol. Grant agreements
were prepared for the Jordan ODS Phaseout project and Chile ODS Phaseout and are currently
in the final approval stages. A PPA (approved and cleared by the Bank) for Indonesia is now
under review by the government.

The difficulties in initiating Country Program efforts in Nigeria were successfully
resolved. A request for proposal package for Country Program preparation has been sent to
international consulting firms and bids are expected on 1 June 1993. While the Bank will
manage the preparation of the Nigeria Country Program, discussions have been initiated to
engage UNIDO in aspects of project design, appraisal and supervision.
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SECTION 1: MONTREAL PROTOCOL OPERATIONS STATUS REPORTS

A. New Investment Operations and Work Program Amendments for
Consideration at 10th Meeting of the Executive Committee

L. Investment projects are being presented for China, India and Thailand. The China
projects (part of China ODS I Project) consist in the 50% foam component which was given
"permission to proceed” at the 9th Meeting of the Executive Committee (EC) of the Multilateral
Fund for the Impiementation of the Montreal Protocol (MFMP). The Thailand Project (Thailand
ODS I Project) has been prepared with the resources provided through the Thailand Controlied
Substances Engineering Project which was approved at the 4th meeting of the Executive
Committee and three components were developed under the Global refrigeration Project. The
India Project (India ODS I Project) contains two components prepared and pre-appraised shortly
after the ODS Workshop held in India March 30- April 3.

2. Therefore, investment projects, Work Program amendments, and permission to proceed
projects totalling slightly over US$29 million are being submitted to the 10th Meeting of the
Executive Committee of the Multilateral Fund for the Implementation of the Montreal Protocol.
The complete breakdown by country and type of decision requested is provided in Table I-2.

3. As per MP Operations guidelines, the proposed investment projects have been reviewed
by the Bank’s Ozone Operations Resource Group (OORG). The following projects (Table A-1)
were technically reviewed by members of the Ozone Operations Resource Group during the
January through April 1993 period.

Table I-1: OORG Reviews of Investment Projects
Country - Project Bank Task OORG-Roster Outside Specialist(s)
Manager (TM) (actual reviews to be confirmed)
Thailand - ODS Konrad von Mike Jeffs, Lambert Kuijpers, Art
Investment Project (I) Ritter Fitzgerald, Simon Oulouhojian
India - ODS Investment | Naimeh Mike Jeffs, Lambert Kuijpers
Project (I} Hadjitarkhani/
L Don Brown
China - ODS Phase-Out | Don Brown/ Mike Jeffs
Investment Project (I) Jessica Poppele
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Table I-2: Summary of World Bank Investment Projects
being Submitted to the 10th Meeting of the EC, June 1993
Country Project Title & Sub-Projects by Sector ODS Phase- Type of EC | Incre-
Out per Decision mental
Year (MT) Requested Cost
($ million)
China ODS Phase-Out Investment Project (I): 50 % foam N/A Final $5.80
Approval
India ODS 1 Project (I): 5 sub-projects: 3 refrigerations N/A Final $1.252
and 2 foams, Approval
Thailand ODS I Project: 9 sub-projects: 2 solvents, 5 834 Final $16.846
refrigeration, 2 coinpressors Approval
Thailand ODS 1 Project: 5 sub-projects: 3 solvents, | 87 wp $1.277
automobile air conditioning, 1 foam Amendments
Thailand ODS I Project: 6 sub-projects: 1 in refrigeration, 1 22 Permission $2.982
automobile air conditioning, 1 solvent and 3 to Proceed
chiller.
Global Glohal Aerosol Project: Development of several NA WP $0.35
aerosol-sector projects. amendments
Additional Work Program Amendments for project NA WP $0.87
wpP preparation activities as per paragraph 4 below Amendments
Amendments
Sub-Total Approval $23.898
Sub-Tetal WP $2.497
Amendment
Total Total Funds | $26.395
Requested
Sub-Total Permission $2.982
to proceed
Grand Total All $29.377
Total Decisions
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B. Project Processing Status of Investment Operations and Other Activities

4. Status on Country Programs Table 1-4 provides a status on on-going Country Program
(CP) activities for those countries in which the Bank obtained funding in its CY93 Work
Program. The Bank is also providing support, when appropriate, to country program activities
as part of its continuing dialogue with most of its clients including Indonesia, India, Thailand
and the Philippines.

5. Status of Project Processing. A new aspect of the Bank’s Progress Report is the country
by country update provided in Attachment A. The format was inspired from the Secretariat’s
consolidated progress report presented at the 9th Meeting of the Executive Committee. Although
Attachment A is self-explanatory, a brief summary of progress for each country is provided in
the next paragraphs.

(i) Argentina

A Bank mission visited Argentina March 16-25 to set-up the Country Program
preparation efforts and to initiate project identification. Basic data collection and a draft
country program will be prepared by a local consulting firm which will provide
assistance to the Secretariat of Natural Resources and Human Environment.
Subsequently, an international firm would be retained to provide assistance in identifying
investment projects and to deal with outstanding country program issues. Preliminary
discussions were held concerning local counterpart and financial intermediation. The
Bank mission also discussed project preparation with the Government of Argentina and
it was decided to set-up a local working unit to coordinate project preparation activities.
Additional funds for project preparation are being requested.
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Table I-3: Status of Country Program Activities

Country Program

Transmittal Date
from Bank to
Govt.

Comments/Explanations

Argentina

In progress

A reconnaissance mission visited Argentina in March 1993 and made
arrangements to initiate work on the Country Program. A local firm
has been hired to undertake data collection and prepare a draft country
program. An international consuiting firm will later be hired to provide
technical support to finalize the country program and assist in project
identification.

Brazil

L

July 1992

GOB has lead. In 1992, two local consuliants were contracted to
prepare an updated version of the Country Case Study (1990).
Foliowing this, the Bank will provide certain resources to hire a local
consulting firm to assist in the finalization of the draft CP. Brazil's CP
could be ready for presentation to the EC in October/November 1993 at
the earliest.

Erdan

April 1992

During the February Project appraisal mission, additional reviews of the
Country Program were conducted. Small changes were made and a
revised version forwarded to the Government of Jordan in March. The
GOJ has assumed responsibility for CP finalization. Anticipated
presentation to EC in June or November 1993, subject to final Cabinet
approval

Nigeria

GON to select CP contractor on basis of proposals received by June 1,
1993,

Tunisia

May 1992

Additional discussions were held with the Government of Tunisia during
the Project pre-appraisal mission in March 1993. The Bank is assisting
in the transiation of the CP into French and to make some minor
amendments. Presentation likely at the last EC meeting of 1993.
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(i)

(iii)

(iv)

Brazil

The Bank has been discussing with Brazil opportunities to streamline and facilitate in-
country approvals of financial agreements. Given Brazil’s federal government structure,
a lengthy clearance process, including legal opinion and Senate approval is required for
every international financial agreement, including grant funding. FINEP has been
selected as the sole financial intermediary for MP operations in Brazil and will provide
a full range of fee based intermediation services including initial analysis of project
proposals for eligibility, appraisal of prepared projects, procurement, disbursement
administration and local supervision. A meeting was held in Washington on April 6 with
FINEP to finalize arrangements and initiate contractual discussions. The active
involvement of FINEP is a major step in further organizing local capacity to identify and
develop eligible ODS phaseout activities as it is the financial intermediary for several
Bank projects in the science and technology sector. The development of additional sub-
projects should now proceed at a faster pace. The Bank is continuing its discussions with
Brazil in order to finalize institutional coordination arrangements, a recent source of
delays. The Bank is also exploring possibilities of developing a more flexible Grant
Agreement (essentially a new legal framework which, once developed and approved,
could be used for other MP investment operations) which could encompass operations
not fully appraised. This approach, which is under review, would again streamline
activities for Brazil. A pilot stage program for recovery/recycling is being prepared and
will be funded through a PPA from funds which the Bank already holds for Brazil.

Chile

Project processing is close to complete on the first ODS-related grant agreement to Chile.
The project document and grant agreement were sent to the Ministry of Finance on April
15 for review. Negotiations were successfully completed. Signing of grant agreement
is expected by May 30.

China

The China ODS I Project was fully appraised in April and internal Bank processing is
proceeding accordingly. The Bank agreed with the Government of China to process the
50% CFC foams Project as the China ODS II Project as it received "permission to
proceed” at the 9th Meeting of the Executive Committee. The 13 sub-projects of China
ODS II Project were pre-appraised in April and 11 are being presented to the 10th
meeting of the EC for final approval. The Bank is coordinating with China for
substantial efforts in project preparation over the next 12 months, with the China ODS
IIT Project being prepared for the 11th meeting of the EC. The Bank is therefore
requesting a Work Program amendment to fund these activities. Part of the project
preparation will focus on the production sector, both for new non-ODS alternative
production and shutdown of current CFC production. The Bank mission reported good
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v)

(vi)

(vii)

(viii)

coordination with other implementing agencies. The Bank participated in the
International CFC and Halon Conference held in April in Beijing at which it presented
several papers and held discussions with local authorities, international experts and other
implementing agencies.

Ecuador

Funding for the Ecuador ODS Phaseout I Project was obtained at the March 1993
meeting of the EC. Project appraisal is scheduled for May 1993 with grant agreement
signature in the third quarter of 1993.

Egypt

In late 1992, the technology supplier for the MCMC Compressor Project confirmed that
it had initiated commercial production of its HFC-134a compressors and that is was in
a position to transfer this technology to the MCMC plant. On this basis, the appraisal
mission schedule for the third quarter of 1993 was brought forward to the second quarter.
This has slipped slightly as the appraisal mission scheduled for April 1993 has been
delayed for reasons of availability of key personnel until late June 1993. The delay in
appraisal (now scheduled for June 22 - July 1) will not delay the start of HFC-134a
compressor production because MCMC is a new enterprise and its compressor
manufacturing operations on a trial basis during the first quarter of 1994. Following
receipt of the MFMP grant funds MCMC will have the capability to produce both R-12
and HFC-134a compressors in response to market demand.

Guatemala

Two Bank missions visited Guatemala in the period January-April 1993. The first
mission (a joint UNEP-Bank mission) finalized a draft Country Program for the
Government to review. As the key staff had been reassigned due to a reorganization,
substantial time was spent with the new local representatives to familiarize them with MP
operations and the country program effort. The second mission visited Guatemala April
13-21 assisted CONAMA (the local agency in charge of MP activities) in finalizing the
Country Program, which was then forwarded to the Secretariat of the Multilateral Fund.
A small portfolio of activities consisting mainly of institution building and technical
assistance was prepared and it was agreed that UNDP and UNEP would assume
implementation.

India

An ODS Phase-Out Project Preparation Workshop, organized by the Ministry of
Environment and Forests (MOEF) with support from the World Bank, was held in New
Delhi from March 31 through April 2. The main purpose of the Workshop was to
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(ix)

69)

(xi)

present a detailed program of requirements and eligibility for funding from the
Multilateral Fund for processing projects under the MP and to develop a series of
projects for possible funding. The Workshop was attended by key enterprises, GOI
officials, Bank mission staff and technical consultants. The Workshop was followed by
several enterprise visits to start developing feasibility reports and project concepts. The
leadership and active participation of MOEF and the Department of Economic Affairs
(DEA) was very helpful in getting the work off to an excellent start. Furthermore, a
first portfolio of priority projects was prepared. Two sub-projects are being presented
to the June 1993 Meeting of the EC. A local consultant has been retained to assist in
developing the second project for India.

Indonesia

A project preparation mission visited Indonesia in April 1993 and undertook project
preparation work in the aerosol and foam sectors. The Project Preparation Advance was
authorized by the Bank soon after the 9th EC Meeting and is presently with the
Government and subject only to the Government’s internal approval process. Parallel
to this, the selection process for the local consultants is proceeding. Discussions to
identify a local financial intermediary have also taken place. A follow-up project
preparation mission is scheduled for June/July 1993.

Jordan

The ODS Phaseout Project for Jordan was appraised in February. Bank processing was
completed in April and the project documentation and grant agreement were sent to
Jordan for review and clearance in early May. Grant agreement signature is expected in
June. The Bank also provide support for the completion of Jordan’s Country Program
which is to be submitted for Cabinet approval. In April 1992, as a follow up to the Bank
appraisal mission, a halon expert visited Jordan to assist in the establishment of a national
strategy for the phaseout of halon use in fire fighting and fire prevention applications.

Malaysia

The Bank and Malaysia’s Department of the Environment (DOE) have undertaken
discussions on the next steps required to initiate implementation of the ODS phaseout
project already approved by the EC. Key next steps include the establishment of the
Ozone Desk with permanent dedicated staff and the establishment of a special account
as per Malaysia’s request. The amendment to the Grant Agreement was presented to the
Government of Malaysia the third week of February. The Bank and Malaysia’s DOE
have undertaken a dialogue on further investment project preparation work. This woould
proceed in parallel to the implementation of the first Project.
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(xii)

(xiii)

(xiv)

(xv)

Mexico

A first supervision misston visited Mexico January 27-29, 1993, to review progress on
the two ODS Phaseout projects funded by the Multilateral Fund. In particular, the
mission was to evaluate the readiness of Subsidiary Agreements, the preparation of the
Phaseout schedule, the implementation of the Tradeable Permit System and the status of
sub-projects to be financed under the US $4 million grant. The two Subsidiary
Agreement for the first grant of US $180,000 has been signed and the project has
therefore become effective. The Subsidiary agreement on the US $4 miilion has been
signed by NAFIN and forwarded to INE for signing. A local consulting firm recently
completed an analysis of issues concerning the Tradeable Permit System and the results
of the study are being incorporated into the design of the system. There are currently
11 sub-projects in the current pipeline for the US $4 million project. These include sub-
projects in industrial, commercial and domestic refrigeration, automotive air
conditioning, plastic foams, and fire prevention equipment. The Bank has been
coordinating its activities with the US EPA which is providing bilateral assistance for the
preparation of sub-projects to be funded under the US$ 4 million line-of-grant project.

Nigeria

Nigeria’s Department of the Environment and the Bank agreed on a short list of
consulting firms for the preparation of the Country Program and bids are expected to be
received by the end of June. This would lead to a draft country program by year-end
and the first projects by early 1994. The participation of UNIDO for investment project
identification, preparation and implementation is being explored.

Philippines

The Philippines ODS Phaseout I project (approved at the 9th Meeting of the EC) was
appraised in March 1993 and the project processing activities are proceeding quickly.
The mechanism for financial intermediation was finalized in detail and a one-day
workshop was held with the FI to familiarize them and the DENR with appraisal criteria.
Although progress was made in finalizinf the sub-projects which received permission to
proceed at the 9th meeting of the Executive Committee, they were not ready for
presentation for the 10th Meeting and will therefore be submitted to the 11th Meeting.

Thailand

The Thailand ODS I Project was pre-appraised in March and the various sub-projects are
being presented for funding to the 10th Meeting of the EC. The pre-appraisal mission
was joined by a representative of UNIDO. Several of the sub-projects were prepared
through the Controlled Substance Engineering Project while two of the refrigeration sub-
projects were prepared through the Global Refrigeration Project. Thailand submited a
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(xvi)

{(xvii)

(xviii)

first version of its Country Program which is now under revision to meet the Fund’s
guidelines for Country Programs. The Bank will continue its support to Thailand for
finalizing the Country Program in the context of its ongoing dialogue on Montreal
Protocol projects. Project preparation for the Thailand ODS II Project has been agreed
to with the Government of Thailand and the Bank is requesting a Work Program
amendment to fund this activity. Finally, work on the Thai Airways solvent project is
underway with SAS/Volvo.

Tunisia

The project pre-appraisal was conducted in Februzary and the Mission appraisal is
expected to depart in May. Minor modifications were made to some of the sub-projects
as the aerosol sector will need more time to organize.

Turkey

The Turkey ODS Phaseout project was pre-appraised March 15-23, 1993. One of the
outcome of the pre-appraisal was that part of the grant resources to the Government of
Turkey would be on-lent on concessional terms to the private sector enterprises
participating in the project. The Technology Development Foundation (an existing
institution) was selected as the financial intermediary. The appraisal mission took place -
May 3-8, 1993, and all outstanding issues were successfully resolved. Inorder to further
develop projects in the refrigeration sector, additional project preparation work wiil be
funded through a Project Preparation Advance. It is expected that the grant agreement
will have a provision for retroactive financing to cover project implementation
expenditures (some $1.2 million) which have aiready been incurred.

Venezuela

The grant agreement for Plasticos Molanca was signed on April 30, 1993. This
represents a milestone in many ways. It is probably the only grant agreement to date
signed directly between the Bank (IFC excluded) and a private sector enterprise. The
retroactive close in the grant will allow up to 25 % retroactive financing which is beyond
the Bank’s standard 10%. Legal clearance was requested and obtained for this exception.
Plasticos Molenca indicated that the project implementation will be completed within 6
months, therefore eliminating the annual consumption of some 200 tons of ozone
depleting substances. Additional sub-projects are presently being developed in the
automotive air-conditioning sector. These could be ready for EC presentation as early
as the 11th EC Meeting.

The processing of the second approved project for Venezuela (Conversion of CFC
chillers to non-CFC substitutes) is progressing. The scope of the project has changed
slightly with the deletion of 3 new chillers and the inclusion of resizing and design
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(xix)

(xx)

changes to other of the chiller sub-components. The total project cost has been revised
down from US$ 2.115 million to US$ 1.740 million but the incremental cost has
remained the same, US$ 1.1 million. Final project approval is expected early in the
third quarter of 1993.

Global Solvents

The contract between the Bank and the Industry Cooperative for Ozone Layer Protection
(ICOLP) was signed in February 1993. Activities have been initiated in 4 of the 7
countries slated for activities under the Global Solvents project. Several activities have
been identified and prepared, some of which have already taken place. The Malaysia
workshop was a success with good attendance from government and private sector.
Whenever possible, Bank staff will participate in the workshops in order to promote
project preparation work in all ODS-using sectors. A status on ICOLP activities is
presented in Attachment B.

Global Refrigeration

The Global Refrigeration project is in full implementation. To date, 6 projects have been
developed (3 for Thailand and 3 for India}), and several others are under preparation. All
of these projects are linked to Tecumseh (US), Electrolux (Sweden/US), and Sanyo
(Japan) technology, where the Bank played an important role in securing the participation
of the external technology suppliers. A survey of Japanese-based technology in the
domestic refrigeration sector has been conducted in order to develop an in-depth
understanding of the technological status and direction in the Asian countries, and their
influence around the world. A presentation will be given on this subject during the May
18th OORG meeting in Washington. Future work will be expanded to other countries
and technology suppliers. Work is being initiated with Electrolux in China, pakistan and
Brazil and with GE in Mexico. Discussions with European technology suppliers
Danfoss, AEG and Bosch Siemans are planned, in addition to further dicussions with GE
and Whirlpool. The strategy remains to develop refrigeration-sector projects which are
then incorporated into national projects.



Montreal Protocal Operations Progress Report, January - mid-May, 1993 Page 15

C. Project Implementation Status: Grant Agreements, Disbursement and Project
Impacts.

6. Grant Agreements and Project Preparation Advances. The following MP projects have
been approved by the Bank’s Regional Vice Presidents or Directors (depending on grant amount)
and grant agreements (or letters in case of Project preparation Advances) sent to the
governments. Over the next three-month period, grant agreements for Chile, Ecuador, Jordan,
Philippines, Tunisia and Turkey are expected to be finalized.

Table [-4: World Bank Investment Project Grant Agreement Approvais, as of April 30, 1993

Country Praject Cost RVP or Effectiveness
($ million) Director
Approval
Mexico MAC Recycling and Aerosols 0.18 3/9/92 03/9/93
(Mexico ODS I Project)
Philippines Controlled Substances 0.40 1/14/92 6/03/92
Engincering Project (project
preparation)
Thailand Controlled Substances 0.39 1/14/92 8/18/92
Engineering Project (project
preparation)
China Project preparation advance on 1.50 08/10/92 08/10/92

China ODS ! Project

Malaysia Halons and MAC Recycling 1.63 05/29/92 11/06/92
(Malaysia QDS I Project)

Mexico Ozone Protection Policy and 4.0 11/20/92 12/07/92
Institutional Strengthening Project
(Mexico ODS II Project)

Venezuela Plasticos Molanca (Venezuela 1.3 4/30/93 4/30/93
QDS I Project)
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7. Project-Related Disbursements. The following Montreal Protocol projects and project
preparation activities amounting to a total of $2,290,000, have disbursed a total of US$ 680,000

as of April 30, 1993:

Table I-5: World Bank Investment Project Disbursements, as of April 30, 1993

Country Project Project/Advance Amount

Amount ($) Disbursed ($)

Thailand Controlled Substances Engineering Project $390,000 $90,000
(project preparation)

Philippines Controlted Substances Engineering Project $400,000 $340,000
(project preparation)

China Project Preparation Advance on China ODS $1,500,000 $250,000

I
Total $2,290,000 $680.000
8. Project Impacts. As the various ODS phaseout projects move into the implementation

phase, the Progress Report will provide additional details on the actual impacts (both quantitative
and qualitative) of the projects on ODS phaseout and on the capacities of the institutions which
are involved in the ODS Phaseout activities. This section could also provide examples of how
project implementation difficulties were addressed and establish what lessons have been learned.
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II. OPERATIONAL, POLICY AND OTHER ISSUES

9. Implementing Agency Coordination The Bank has invited UNEP/Paris to make a
presentation to the Third Ozone Operations Resource Group (OORG) meeting in Washington on
May 18th in order to assist UNEP in integrating its planning for technical information and
communication development activities with parallel technical review and consultation activities
of the OORG sector experts. Although UNEP is a collector and disseminator of information in
this area, it is not a generator of basic operational information, and thus it could benefit from
OORG advice and views.

10.  The Bank has continued to explore with UNIDO the potential for deploying UNIDO’s
expertise and comparative advantage in working with small and medium sized enterprises in
several countries, including Thailand, China, India and Nigeria. UNIDO visited the Bank on
March 5, prior to the 9th EC meeting, to discuss these possibilities in more detail, including
planning for subsequent joint project identification missions in Thailand and India. During the
mission to India, it was agreed with India’s MOEF that UNIDO would focus upon preparation
of (1) recycling and recovery and (2) the unorganized sector. UNIDO and the Bank will also
agree upon a terms of reference for UNIDO collaboration on solvents projects in Thailand which
would be presented to the EC by the Bank.

11. Three Year Plan and Budget. The World Bank participated in discussions with other
implementing agencies and the Secretariat on the three-year plan and budget. The Bank
presented the Secretariat a short paper in which it identified the potential needs of its present and
future clients on the basis of present ODS consumption trends. The Bank estimated that the
potential demand for funding during the three year period for the 18 countries now in its
portfolio and those that might be added to be in the order of US$ 475 million. The Bank
expects to be active in some 20-25 countries by the end of the planning period. The Bank also
reported that it was confident that, by working closely with its clients and creating the enabling
policy environment and capacity to execute projects, it could identify and help prepare projects
in the order of US$ 125-150 million per year. The experience to date shows that the following
factors influence the ability of the Bank, its clients and perhaps the other implementing agencies,
to effectively and efficiently handle a growing volume of MP-related operations:

. Ability to streamline the project cycle and provide resources to the countries for project
preparation;

Ability to reduce red-tape by packaging small projects into large umbrella-type operations
where MPEC authorization for numerous sub-projects is a combination of both final
approval and permission to proceed while preparation continues to enable final approval;

The ability to define and develop generic ODS phaseout interventions which can easily
be replicated and adapted to other countries;
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The ability of the Bank’s clients to assume an increasingly active role in project
identification and preparation and, through local financial intermediaries (or project
implementation unit, as may be the case), to handle project appraisal, funds disbursement
and supervision.

The Bank’s paper presentied to the Secretariat on the Three-Year Plan and budget is availabie
on request. On this basis, the Bank also completed its own internal 3-year plan and budget for
FY94-96.

12.  Bank Procedures for Investment Operations Financing by the Multilateral Fund of the
Montreal Protocol (BP 9.02). The Bank’s internal operations directive on Montreal Protocol
operations (Bank Procedure 9.02) was further revised to reflect project processing streamlining
procedures and additional experience achieved in MP project processing. BP 9.02 is now to
undergo final review by Bank management before it is finalized and issued in its final format.

13.  Baseline ODS Prices for Calculating Incremental Costs. Recent project development
activities have required that the Bank and its clients examine more closely the implications of
which ODS and non-ODS prices to use in calculating the incremental costs (mainly incremental
operating costs). This has been of particular relevance in the projects for the Philippines and
Thailand where most sub-projects have incremental operating costs. There are two options for
projecting baseline ODS prices. The first consists in keeping real ODS prices constant over
time. The second consists in increasing the real costs over time in accordance with a given price
forecast. In both cases, the cost of non-ODS would be projected on the basis of the long-term
marginal production price. As is outlined in the Discussion Memorandum (Attachment D), the
impact of using constant prices can significantly increase the incremental costs of the project.
The Bank has deemed it important to bring this issue to the attention of the Executive Committee
so that it may decide on an appropriate course of action.

14.  World Bank Montreal Protocol Publications. The bank has begun updating its
publications of Montreal Protocol related documents. The following publications were published
during the period January - April 1993:

Project-Related Documents

* Malaysia: Proposed Ozone Projects Trust Fund Grant, October 1992

* Mexico: Ozone Protection Policy and Institutional Strengthening Project,
November 1992

* Philippines: Controlled Substances Engineering Project, December 1991
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Policy-Related and Technical Documents

* Operational Interpretations of Incremental Costs and Eligible

Expenditures - June 1992

* Source Book of Benchmark Unit Abatement Costs - October 1992

* Reducing ODS Use by Developing Countries in Refrigeration -
Ozone Operations Resource Group (OORG)

* Reducing ODS Use in Foam-Blown Pre-insulated Pipes (with

particular reference to Poland) - Ozone Operations Resource Group

{(OORG)

* Institutional Strengthening Requirements for ODS Phase-Out

Program Documents

* Montreal Protocol World Bank 1993 Work Program

15.  MP meetings and other events of importance to Bank operations are provided below for

a six months horizon:

Table II-1: Montreal Protocol Activities - 6-Month Horizon

Meeting/Event

Place and Date

Third Ozone Operations Resource Group
Meeting

Washington, May 18, 1993

EC Sub-Committee Meeting on
Contributions in Arrears

Montreal, June 27, 1993

Workshop on Incremental Cost for EC

Montreal, June 27, 1993

Tenth Executive Committee Meeting

Montreal, June 28 - 30, 1993

Ninth Meeting of the Open-Ended Working
Group of the Parties

Geneva, August 30 - September 3, 1993

Eleventh Executive Committee Meeting

Montreal, November 1993 (tentative)

Meeting of the Parties and pre-Meeting

Bangkok, November 16-29, 1993
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III. FINANCIAL DATA AND STATUS

16.  The tables listed below and presented in the succeeding five pages, present the status of
the World Bank’s work program budget and financing:

1. Table III-1: Fund Receipts, Uses and Balances

2. Table III-2: Work Program Budget Summary

3. Table III-3: CY93 Planned Approvals/Commitments
4, Table III-4: Financial Status of MFMP Projects

17.  Fund Receipts, Uses and Balances. Since the last Executive Committee meeting the Bank
has received transfers of US$ 15.84 million for project investments and work program activities
from the Multilaterai Fund. This amount does not appear in Table III-1 as it only covers the
period January-March 1993. With the approval of some US$ 15 million, the planned
commitments for CY93 are now at over US$42 million (under CY93 Planned Fund Uses column
and also in Table III-3). Following the Ninth Meeting, about US$67 million from the initial
US$ 87 million remained in the pipeline for CY93. With the project presentation of some
US$25 million at the Tenth Meeting of the EC, the remaining pipeline will be at some US$40
million.

18.  Work Program Budget Summary. The CY93 Work Program Budget Summary in Table
[I-2 provides a country-by-country account of expenditures on country programs, project
preparation and processing and general administrative and coordination functions. The total
expenditures to date logged in the Bank’s administrative system is US$ 531,061. The amounts
recorded to date are clearly less than what has been spent to date as there is a lag between the
actual expenditures and its appearance in the records. This is being followed up.

19.  Planned Commitments. Table III-3 presents the status of MP project commitments by
the Bank for those projects having received final approval by the Executive Committee. The
changes since the last period are as follows: the Venezuela Plasticos Molanca project and Chile
ODS I Project schedule for commitment in first quarter 1993 have slipped to the second quarter.
Plasticos Molanca was approved on April 30 and negotiations for the Chile project have been
completed and signature expected shortly. The Tunisia ODS I Project (US$ 1.79 million) has
slipped from the second to third quarter 1993. This is due mainly to the time required to follow
up on issues identified during the pre-appraisal mission which took place in March. The
Ecuador and Philippines projects which were approved at the Ninth Meeting of the EC have
been scheduled for final Bank commitment in the third quarter 1993, within six months of EC
approval.
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20.  Project Financial Status. Over US$3 million in pre-investment activities and project
advances in China, Indonesia, Mexico, Philippines and Thailand have been approved by the EC,
and roughly US$47 million in project financing has been authorized for Brazil, Chile, China,
Ecuador, Egypt, Jordan, Malaysia, Mexico, the Philippines, Thailand, Tunisia, Turkey and
Venezmela (refer to table I1I-4). As of April 30, 1993, total Bank commitments were at US$
9.4 million (US$ 8.1 million as of March 31 plus Plasticos Molanca on April 30) for seven
projects/advances. Three of these are now disbursing. World Bank Montreal Protocol project
disbursements for projects in China, the Philippines, and Thailand have totalled US$ 680,000.

21.  Financial Audit. As per the Bank’s agreement with the Executive Committee and its
general responsibilities as a Trustee, the account of the Ozone Projects Trust Fund were audited
by Price Waterhouse. A copy of the Report and Financial Statements has been forwarded to
UNEP/Nairobi as the Treasurer. A copy of the Financial Report and Statements are attached.
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Table -1
MULTILATERAL FUND OF THE MONTREAL PROTOCOL

World Bank Woark Program

I Fund Receipts, Uses and Balances |
in US$ millian}
As of March 31, 1983

d Cumulative Actuals CYS3 Planned Fund Uses
) cYa92 cYs3 from Inception MPE.C. Remaining in
Actuals 13t Otr Actuals 8/ thru CY93-1st Qtr. Auth, Prof. b/ CY93 Pipeline ¢/
O J

FUND RECEIPTS (through 3/31/93)

Contributions ’ $42.315

Investmant income $0.747 $0.32¢1

TOTAL FUND RECEIPTS $43,062 $0.321
FUND USES

A, Werkprogram Costs

= CPy and Scudier $1.015 $0.004 $0.1867
= Project Preparadon $2.008 $0.358 12,658
- Adminisoadve Cator $1.157 $0.172 $1.019
-OORG $0.080 $0.000 $0.180
Sub-iotsl WP Costs 44.258 $0.537 $4.002
B. Projact Commitmartts
= Pre<iny. Acivider $2.470 $0.000 $0.850 $0.000
- Project Financing $5.630 $0.000 $471.680 $67.210
Sub-fotel Froject Costs $8.100 $0.000 $42.120 287.210
TOTAL FUND USES $12.358 $0.531 $46.132 $87.210
EFUND BALANCES
EXCESS OF RECEIPTS [USES) $30.708 [$0.210)
FUND BALANCE AT BEGINNING OF PERIOD $30.706
FUND BALANCE AT END OF PERIOD $30.706 $20.494

o/ Fnancisl data s# af March 31, 1393; the sdditional centribution of $15.84 m waa received on April 2, 1993. Warkprogram Couts for firse
quartar as par Table I11-2.

B/  Woarld Bank Work Program and Investmant Projects presanted ta the Mudtilatarsl Fund Executive Committee at its Merch 8-10, 1893,
indicating that totsl commitments for CY93 would be US$527.11 million. (nvestmertt projects approved at March Meating totalling
US$16.02 million are axpectad to be committad in CY33, tharafara bringing the tatal 10 US$42.13 million.

e/ Ramasining World Bank Work Program snd Investment Projects baing prepared in CY53 for presentation to the MP Exscutive Committes.

Pliviarres W PFRESTS.309
LAl b




TABLE III-2

MULTILATERAL FUND OF THE MONTREAL PROTOCOL

World Bank Work Program

[ WORK PROGRAM BUDGET SUMMARY &/ "]

Az of March 31, 1993

Filanarme: CTRYSUM9.XLS

5/18/93

CY93 Plan b/ CY93 Expenses through 31-Mar-93
Work Program Budget (1JS3) Work Program Budget (USS)

I. Country Work Programs CP/Studies ¢/ ‘Proi.Prep, Total CP/Studies cf Proi.Prep, Total
Argentina $85.000 563,000 $143,000 §13,519 $13,519
Brazil $30,000 $112,000 $142,000 $23,922 §23,922
Chile $82,890 $82,890 $7,261 $7,261
China - = $326,000 $326,000 §35,372 $35,372
Ecuador ﬁ $68,000 $68,000 520,298 $20,298
Egypt $112,200 $112,200 $5,250 $5,250
Guatemala $47,000 547,000 $19,396 $19,396
India $400,000 $400,000 $0
Indonesia $206,000 $206,000 515,976 $15,976
Iran $0 ’ 0
Jordan $8,200 $§123,200 $131,400 $5,000 $37,884 542,824
Malaysia $28,200 $28,200 $2,450 $2,450
Mexico $123,400 $123,400 $4,769 54,769
Nigeria $35,100 $62,500 $97,600 (53,018) of ($3,018)
Philippines §194,550 $194,550 86,262 $6,262
Thailand $190,000 £190,000 £34,415 $34,415
Tunisia $8,200 $165,800 $174,000 51,959 $45,564 §48,523
Turkey $140,400 $140,400 $386 5386
Venezuela $156,200 $156,200 $22,866 $22,866
Global Projects $455,000 $455,000 $58,953 $58,953
TOTAL-Country WP $166.500 $3.056,340 $3.222 840 $3941 $355,543 $359 484

l. Adwministration, Legal $1,179,100 $171.577

and Financial Costs d/
TOTAL BUDGET $4,401,940 $531,061

a/ Includes IFC.

b/ Plan as submitted to the Multilateral Fund Executive Committee at its Sth Meeting on March 8-10, 1993,

¢/ Includes country programmes and supporting technical studies, these underpin project preparation.

d/ Budget amounts for operations coordination, related policy analysis and review,

legal and financial administration and associated overhead costs,
e/ Adjustment to previous calendar year expenses.



TABLE Il-3
Multilateral Fund of the Montreal Protocol

Worid Bank Work Progrem

CY33 PLANNED APPROVALS/COMMITMENTS
{In US#'million)
As of 31-March 1993

[ d Benk Approveis/Commitments ACTUAL APPROVALS

No. of Project Total Project Cost CYe3 TOTAL 18T QTR | FUlL YEAR

Courrtry Prois. Type Estimats | EC Auth. »/ Jan-Mur Apr-yute Jublert  OckDes Y93 CY9 3 CY92
I. EC AUTHORIZED/PROJECTS IN WORK PROGRAM
Brazil 1 Project Financing | 2.93 2.93 2.93
Chile 1 Project Financing | 1.21 .21 1.21
China 1 Praject Finencing | 8.29 .29 8.29
China Project Financing | (PPA) 1.50 1.50
Chins : Project Financing Ul [PPA] 0.30 0.30 ’ 0.30
Ecusdor 1 Praject Financing | 1.57 1.57 1.57
Egypt 1 Project Financing | 3 .80 2.80 2.80
Indonaesia Projact Finsncing | [PPA} Q.25 Q.25 .25
Jordan 1 Project Financing | ? 1.50 1.50 1.50
Malaysia 1 Project Financing 1,43 1.82
Maxico 1 DIﬂ‘Iﬂﬂﬂl’lﬁo:l P'°j;ﬂ 0.18 Q.18
Mexico 1 Project Financing | 4.00 4.00
Philippines 1 Enginaering Prej. 0.40 0.40
Philippines 1 Project Financing | 11.93 11.93 11.83
Thailand 1 Enginaering Proj. .39 .39
Tunisis 1 Project Financing © 1.79 1.79 1.7¢
Turkey 1 Project Financing | 8.17 .17 ) -1 87
Venazuels 1 Project Finencing | 1.30 1.30 1.30
Vanezusls 1 Project Financing Il 1.10 1.10 1.10

WP Sub-total 16 49.23
I. PROJECT PIPELINE b/
China Project Financing | (Add™) 5.80
Chins 1 Preject Financing U 25.00
Indonssia 1 Project Financing | 5.00
Nigeria 1 Project Financing | 6.00
Prulippines Project Financing 1 LAdd"l} 332
Thailand 1 Projact Financing | 20.00 1.00 1.00 1.00
Global 1 Solvents/Relrigeration 2.74
Global 1 Asrosgl 0.38

PP Sub-total ] 67.21 1.00
GRAND TOTAL 22 67.21 50.23 20.11 19.09 3.93 42.13 8.10

o EC Approvals through March 31, 1993,
b/ As shown in the Bank's CY93 Work Program presented to the MP Executive at its Ninth meeting held on March §-10, 1993, adjustad for those investrnent
projects approved at its Ninth Mesting.

Definition of Proiect T
Project Financing: Relatively large, multi-million dollar, multi-project, investment packages, meeting Montreal Protocol project criteria and
implementation guidelines, which will often be disbursed through financiai intermediaries on terms to be determined
by country Governments, within the contexd of the country’s Country Program, related policies and institutional arrangements.
Pre-inv. Activities: Agtivities preceding major project identification and design which are efectively engineering design projects, demoastration or pilot

of and d

Fronsrra: FIAPFA1 X13
6/18/83



Tabile II-4
MULTILATERAL FUND OF THE MONTREAL FROTOCOL

Worid Bank investment Project Portfolio

[ FINANCIAL STATUS OF MEMP PROJECTS ]

(USS MILLION)
Authorized Approved Disborsements thro 31-Mar-93 </
Investment Proj, Comumitments b/ cYn [ <] Cumulative
Fundiog o/ thra 31.Mar.93 Actnal  YTD Actual Total

PRE.INVESTMENT ACTIVITIES AND PROJECT ADVANCES
China PPA for ODS Phase out Project I 1.50 1.50 0.2s 0.2
China PPA, for ODS Phase out Project IT 0.30 0.00
Indoaesia PPA for ODS Phase out Project [ 0.25 Q.00
© Mexico Ozone Pilot Recycling and Training Project 018 0.18 0.00
Philippines Controlled Substances Engimeering Project 0.40 .40 0.20 0.14 0.34
Thailand Controlled Suk taaces Engincering Project 0.39 0.39 0.06 0.03 0.09
Sub-total Pre-lavestment Activitiea 3.02 2.47 0.51 0.17 0.68

[s) FINANCING LR

Beazil ODS Himination Project 2.93 0.00
Chile QDS Phase Qut Praject [ 1.21 0.00
Chips ODS Phuse Qut Project I 3.29 &/ 0.00
Ecusdor ODS Phase Out Project [ 1.57 0.00
Egypt MCMC Compressor (IFC) 2.50 6.00
Jordan 0DS Reduction Project 1.50 0.00
Malaysis QDS Phase Qut Project 1.63 1.63 0.00
Mexica Lins of Credit 4.00 4.00 0.00
Philippines ODS Phase Out Project [ 11.93 0.00
Thailand ODS Phase Cut Project 1.00 0.00
Tunisia Qzoue Layer Protection 1.79 0.00
Turkey Ozoos Layer Protection 6.17 .00
Venezuela Plasticos Molanca 1.30 0.00
Yenezusla Substitution of HFC .10 0.00
Sub-total Project Financing 47.21 5.63 .00 0.00 0.00
GRAND TOTAL 50.23 8.10 0.51 0.17 0.68

v Project funding suthorized (as of 31 March 1993) by the MP Executive Commitize for the World Bank and for which funds have been tranaferred to the Bank,
b/ Projects approved by the World Bank management through 31 March 1993, Cne additional project, Venezucla Plasticos Malaacs ($1.3 m)

wm spproved in April.
¢/ Project disbursements commence after signing of the Grant Agreement by the Bank and the recipient country and all conditions of effectiveness have been met.
d/ Includes additiopal allocation in March 1993 of $1.275 million.

Plamms MFFLIT I
¥
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ATTACHMENT A: STATUS AND PROGRESS REPORT ON WORLD BANK IMPLEMENTED ACTIVITIES
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ATTACHMENT B: STATUS AND PROGRESS REPORT FROM ICOLP ON GLOBAL SOLVENTS PROJECT
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INDUSTRY COOPERATIVE FOR OZONE LAYER PROTECTION (ICOLP)

Multi-Country ODS Phaseout Programs
Status Report
April 28, 1993

In February, the Industry Cooperative for Ozone Layer Protection (ICOLP) signed a service
confract to assist the Worid Bank in developing coordinated phastout programs for ozone
depleting solvents in seven Article 5 countries. Over the next eighteen months, ICOLP will be
assisting industries and -government agencies in Brazl, China, India, Malaysia, Mexico,
Theiland, and Turkey through technical workshops and demonstration projects on alernatdve
technologies, processes, and substances for ozone depleting solvents. As part of the program,
ICOLP will also be assisting companits in developing individual phaseout plans and in preparing
pre-investment proposals for funding under the Montreal Protocol. Sinee February, ICOLP has
made significant progress with initial cfforts for the program including the coordination of ODS
Alternative Workshops in Malaysia, Turkey, and Mexico.

Malaysia  With sssistance from the Malaysian Ministry of Eavironment and the U.S.
Environmental Protection Agency (EPA) ICOLP sponsared the April 26-28
"Kuala Lumpur Conference on the Elimination of Ozone Depleting Solvents in
Malaysia.” Coordinated by Motorola, the conference included over 150
participants from the Malaysian electronics and metal-cleaning industries. Over
20 ICOLP-sponsored solveats experts lead discussions and workshops on
international ODS regulations, current science, alternative technology
applications, corporate case studies, and actual site visits o ODS free ICOLP
affifaies. In addition, ICOLP representatives conducted a half-day session to
assist companies in applying for assistance under the Montreal Protocol.
Proceedings from the workshop will be available shortly and ICOLP will be
conducting additional demonstration projects in Malaysia and provide companics
ongoing assistance with phaseout efforts throughout 1993,

Turkey ICOLP has also been working closely with the Turkish Ministry of Environment
in sponsoring 2 technical workshop in Istanbul, Turkey on June {0, 1993,
Coordinated by Northern Telecom and their Turkish affiliate, NETAS, the
ICOLP workshop will provide participants with a detailed overview of current
alternatives as well as assistance wilth phaseout applications for Turkish
electronics industries.  Between 300 - 400 industry and government
representatives are expected to take part in the conference with several compaaics
interested in beginning individual phaseout efforts as quickly as possible.

Mexico ICOLP, with assistance from SEDESOL and Northern Telecom, will also be
sponsoring a similar workshop in Monterrey, Mexico, during the week of June
21. The Monterrey workshop will targer Mexico's domestic electronics and metal
cleaning industries and will inctude follow-up demonstration projects and ongoing
phascout assistance for interested participants.
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China Several ICOLP representatives also participated in last week’s U.S, EPA
sponsored International CFC and Halons Alternative Conference in Beijing and
while there had an opportunity to meet with represeatatives from China’s Ministry
of Machinery and Rlectronics Industrics (MMEI) to discuss plans for future
IOOLP-sponsored ODS phaseout workshops in China. ICOLP hopes to make
similar progreas in arranging the China workshops as well as workshops in the
Brazil, Thailand, and India. _
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