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L. The Twentieth ratification to the Amendment to the Montreal Protocol, adopted by the
Second Meeting of the Parties to the Protocol in London in June 1990 was received on

12 May 1992 and the amendment enters into force on 10 August 1992, According to Article 10
of the Montreal Protocol, the Parties shall establish a Financial Mechanism including a
Multilateral Fund and an Executive Committee. The purpose of the Multilateral Fund is to
provide financial and technical co-operation, including the transfer of technologies, to Parties
operating under Paragraph 1 of Article 5 of this Protocol to enable their compliance with the
control measures set out in Articles 2A-2E of the Protocol. Accordingly, the Parties to the
Protocol at their Fourth Meeting to be held in Copenhagen in November 1992 will consider this
issue and establish the Mechanism.

2. Pending the entry into force of the Amendment, the Second Meeting of the Parties to
the Montreal Protocol established for a three-year period from 1 January 1991 to 31 December
1993 an Interim Financial Mechanism by its Decision 11/8. The Interim Financial Mechanism
has all the features of the Financial Mechanism stipulated in the Article 10 of the amended
Protocol including (a) the Multilateral Fund (b) the Executive Committee (¢) contributions to the
Fund and (d) implementing agencies. The Second Meeting of the Parties also accepted the offer
of Canada to host the Executive Committee meetings as necessary during the interim period, to
support participation of developing countries in these meetings and to assume administrative
costs of those initiatives.

3. Decision I1I/8 also formulated the indicative list of categories of incremental costs, terms
of reference of the Executive Committee, scale of contribution by the Parties based on the UN
scale of assessments, terms of reference of the Interim Multilateral Fund and the provisional
budget for the Fund Secretariat for 1991.

4. The indicative list of categories of incremental costs applicable to the Financial
Mechanism to be set up is under consideration by the Open-ended Working Group of the Parties
to the Protocol. The scale of contributions by the Parties to the Fund and the budget for the
Fund Secretariat for future years will be considered by the Parties at their Fourth Meeting.

5. The Fourth Meeting of the Parties may wish to review the terms of reference of the
Muttilateral Fund and of the Executive Committee in the light of experience gained.

6. The terms of reference of the Executive Committee include the following:
{a}  The number of members and the manner of their selection.
(b)  Manner of selection of the Chairman and Vice-Chairman.
(c} Decision-making process by the Executive Committee.
()] Functions of the Executive Committee.,

()  Languages of the Meetings of the Executive Committee.
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H Number of meetings per year and the Rules of Procedure.

The terms of reference are contained in Annex IV, Appendix If to the Decision II/8 of
the Second Meeting of the Parties (UNEP/OzL.Pro.2/3), which provides (in paragraph 6) that
"before the end of that three-year period, the terms of reference of the Executive Committee
shall be reviewed by the meeting of the Parties”.

7. The terms of reference of the Interim Multilateral Fund contain the following:

(a)  Size of the fund for the years 1991-1993.

(b)  Roles of the implementing agencies and reporting by the implementing agencies
to the Executive Committee.

(©) Budget and contributions to the Fund.
(d)  Administration of the Fund.

These are contained in Annex IV, Appendix IV to the Decision II/8 of the Second
Meeting of the Parties (UNEP/Ozl..Pro.2/3).

8. The Executive Committee may wish to consider the above and provide recommendations
regarding the Financial Mechanism.
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Appendix II
TERMS QF REFERENCE OF THE EXECUTIVE COMMITIEE

1. The Executive Committee of the Parties i3 egtablished to develop and
monitor the implementation of specific operaticnal policies, guidelines and
administrative arrangements including the disbursement of regources, for the

purpose of achieving the objectives of the Multilateral Fund under the
¥inancial Mechanism.

2. The Executive Commitiee shall congsist of seven Partiez from the group of
Parties operating under paragraph 1 of Article 5 of the PFrotpocol and seven
Parties from the group of Parties not so operating. Each group shall selaect
its Executive Committee members. The members of the Exegubtive Committes shall
be formaily endorsed by the Meeting of the Parties.

i, The Chairman and Vice-Chairman shall be selected from the fouttsen
Executive Commitiee members. The office of Chairman is subject to rotatien,
on an annual basiz, between the Parties operating under parsgraph 1 of
Article S, and the Parties not so operasting. The group of Parties entitled
to the chairmanship shall select the Chairman from among their members of the
Executive Committee. The Vice~Chairman shall be selected by the other group
from within thelr number,

4. Decisiong by the Executive Committee shall be taken by consensus whenever
possible., If sll efforts at consensus have been exhausted and no agreement
raached, decisiong zhall be taken by & two-thirds majority of the Parties
present and voting, representing s majority of the Parties operating under
paragraph 1 of Article 5 and a majority of the Parties not so operating
present and voting.

5. The mestings of the Executive Committes gshall be conducted in those
officisl langusges of the United Hations required by members of the Executive
Commitiee. Nevertheless the Executive Committee may agree to conduct its
buginess in one of the United Nations officisl languages.

6. Costs of Executive Committee meetings, Ineluding travel and subsigtence
of Committee participants from Pariles cperating under pasragraph 1 of
Article 5, shall be digbursed from the Multilateral Fund as necessary.

7. The Executive Committee ghall engure that the expertise required to
perform ite funetions ig available ko it.

8. The Executive Committee shall meet at lesst fwice a year.

5. fhe Executive Commlttes shall adopt other rules of procedure on &
provisional basis and in sccordance with paragraphs 1 to 8 of these terms of
reference. Such provisiongl rules of procedure shall he submitted to the next
annual meeting of the Parties for endorzement. This procedure shall also be
faliowed when suth rules of procedure arre amended.
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16. *he functions of the Exezutive Committee zhall include:

(a) To develop and monitor the implementation of specific operational
policies, guidelines and administrative arrangements, including the
digbursement of resources;

{b} To davelop the three-year plan and budget for the Multilateral Fund,
including allocation of Multilateral Fund resources among the agencies
identified in paragraph & of decision II/B;

{¢) Tou supervise and guide the sdministration of the Multilsteral Pund;

{d4) T develop the criteria for project eligibllity and guldelines for
the implementation of activities supported by the Multilateral Fund;

{e} To review regularly the performance reportig on the implementation of
activities supported by the Multilateral Fund;

{f} To monitor and evaluste expenditure incurred under the Multilateral
Fund;

{3} To congider and, where appropriate, approve country programees for
compliance with the Protecol and, in the comtext of those couniry programmes,
agsegs and, whers applicable, approve all project proposals or groups of
project propogals where the agreed ineremental costs exceed $£500,000;

{(h} To review any disagreement by a Farty operating under paragraph 1 of
Artizle § with any decision taken with regard to 8 request for financing by

Party of a project or projects where the agreed incremental costs arve
than $509,000;

{1} To agsess snnually whether the contributions through bilatersl
co-oparation, including particular regional cuses, comply with the ¢riteria
get out by the Parties for consideration ss part of the contributions to the
Multilateral Fund;

£ To report annually to the meeting of the Periles on the sctivities
exercised under the functlons ocuklined above, and to make recommendations as
AppTopriane;

‘%) Ta nominzite, Ior appointment by the Executive Director of UNEP, the
Thief ¢fficer of the Fund JSecrebariat, who shall work under the Executive
Sommitiee and report ko it:  and

{1y To perform such other functions as may be aszigned to it by the
Mesting of the Parties.
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Appendix IV

TERMS QF REFERENCE FOR THE INTERIM HUL?iLATERSL FUND

A. Establishment

1. An interim Multilateral Fund, of $160 million, which could be raised by
up to $80 million during the three-year period when more counkries become
Parties to the Protocol, hereinafter referred to as “the Multilatersl Fund”,
shall be established.

B. BRoles of the implementing agencies

2. Under the overall guidance and supervision of the Executive Committee in
the digcharge of its policy-making functions:

{a) Implementing asgencies ghall be requested by the Executive Committee,
in the econtext of country programmes developed to facilitate complisnce with
the Protocol, to co-operate with and assgist the Partles within their
respective areas of expertize; and

{%) TImplementing agencies shall be iovitwd by the Executive Committes to
develop an inter-agency agreement and specific sgreements with the Executlive
Conmittee aecting on behalf of the Parlies.

Implementing asgencies shall apply only thove considerations relevant to
effective and economically efficlent propammes and projects which are
congistent with any criteria asdopted by the Parties.

3, Specifically,

{a) The United Natiots Euvironment Programme shall e invited by the
Execubive Committee to co-operate and agsist in political promotion of the
chjectives of the Protocol, as well &3 in research, data gathering and the
clearing-~house functions;

{t} The United KWations Development Programme and such other agenclies
which, within their sress of expertise, may be able to assist, shall be
invited by the Executive fommittee to so-operate and asgist in feasibility and
pre-investment studies end in other technical assistance measures;

{c) The World Bank shall be invited by the Executive Committee to
co-operate and aggist in administering and managing the programme te finance
the agreed incremental cogts;

(¢} Other agencies, in particular regional development banks, shall also
he invited by the Executive Committee to co-operate with and assist it in
sarrying oubt its Ffunctions.

4. The Executive Committee shall draw up reporting criteria and sheil invite
the implementing agencies to report regularly to ik in accordance with those
eriteria.

/...
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5. The Executive Committee ghall invite the implementing agencies, in
fulfilling their responsibilities in respect of the Multilateral Fund, ta
consult each other regularly. It shall also invite the heads of the agencies,
or their representatives, to meelb st least once 8 year Lo report on their
activities and consult on co-oparative arrangements.

6. The implementing agencies shall be entitled to receive support costs for
the activities they undertake having reached specific agreements with the
Executive Committee.

€. Budget and contributions

7. The Multilateral Fund shall be financed in accordance with paragraph 7 of
decision 1I/8. 1In additlon, contributions may be made by countries not Party
to the Protocol, and by cther governmental, intergovernmental,
non-governmental snd other sources. '

8. The contributions referred to in paragraph 7 above sre to be based on the
scale of contributions set out in Appendix TII. Bilateral, and in partisular
cages, regisnal co-operation by a sountry not operating under paragragh 1 of
Article 5 may, accovding to criteris adopted by the Parties, bYe considered as
a contribution to the Multilateral ¥Fund up to 3 totml of twenty per cent of
the total contribution by that Party set out in Appendix III.

9. ALl contributions other thun the value of bilateral and agreed regional
co-operstion referred to in parsgraph 8 sbove shall be in convertible currency
or, in certain circumstances, in kind and/or in nationsl currency.

16. Contributions from States that become Parties not operating under
parsgraph 1 of Article 5 after the beginning of the financial periocd of the

mechanism shall be caleulated on & pro rata basis for the balance of the
financisl period.

11. Contributions not immediastely required for the purposes of the
Multilateral Fund shall be invested under the guthority of the Executive

Committee and any interest so earned shall be credited to the Hultilaterzl
Fund.

12. Budget estimates, setting out the income and expenditure of the

_ Multilateral Fund prepared in United 3Itates dollisrs, shall be drawn up by the
Executive Committee and submitted to the regular meetings of the Parties to

the Protocol.

13. <The proposed budget eatimates shall be dispatched by the Fund Secretarist
to all Parties to the Protocol st least sixty days before the date fixed for
the opening of the regular meeting of the Parties to the Protoscl abt which
they sre to be considered.

14. After antry into forece of the Amendmeni to the Protocol, the Financial
Mechanism shall ba sstablished by the Parties at their next regular meeting
and any resources remaining in the interim Multilateral Fund shall be
trangferred to the multilateral fund established under that mechanism.
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B. Administration

15. The World Bank shall be lnvited by the Executive Committee to zo-operate
with and asgsist it in administering and managing the progrsmme to finance the
agreed incremental costs of Parties operating under paragraph 1 -pf Artisla 5.
Should the World Bank asecept thig invitation, in the context of an agreement
with the Executive Committee, the Pregident of the World Bank shall be the

Administratar of this programme, which shall operate undar the authority of
the Executive Committee. '

16. The Executive Committee ghall encourage the inveolvement of other
agencies, in perticular the regional development banks, in carrying out its

functions effectively in relation to the programme to finance the agreead
inerementsl costs.

17. The Fund Secretariat operating under the Chief Officer, co-located with
the United Nations Enviromment Programme (UNEP) at a place to be decided by
the Executive Committee, ghall assist the Executive Commitiee in the discharge
of its funcktions. The Multilateral Fund shall cover Secrsiariat costs, based
on regular budgets to be submitted for decision by the Executive Committee,

18. In the event that the Chief Officer of the Fund Secretariat anticipates
that there may be a zhortfall in resocurces over the financizl period as a
whole, he shall have digcretion to adjust the budget approved by the Partles
g0 that expenditures are at all times fully covered by gontributions recelved.

18. Mo commitments shall be made in advance of the receipt of contributions,
but income not spent in a budget year and unimplamented asctivities may be
carvied forward from one year to the next within the financial period.

20. At the end of sach czlendar year, the Chief 0fficer of the Fund
Secretariat shall gubmit to the Parties accounts for the year. The Chief
Officer ghall alsc, as goon as practicable, submit the audited accounts for
each period 50 as to colincide with the sccounting procedures of the
implementing agencies.

21. The Fund Secretariat and the implementing agencies ghall co-operate with
the Parties to provide informaticn on funding available for relevant projects,
ts gecurs the necessary contacts snd to co-ordingte, when reguested by the
interested Party, projests financed from cother sources with activities
financed under the Protacnl.

22. The financing of activities or other costsz, including resources
channelled to third party beneficiaries, shall require the concurrence of the
recipient Governmenks concerned. Recipient Governments shall, where
appropriate, be ssgociated with the planning of projects snd programmes.

23, VWething szhall preclude a beneficiary Party operating under paragraph 1 of
Article 5 from applying for its requirements for agreed incremental costs
golely from the resources avallable to the Multilateral Fund.





