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Introduccion

1. El Comité Ejecutivo concluyd, en su 32* reunion de diciembre de 2000, la discusion
sobre Planificacion Estratégica del Fondo Multilateral durante el periodo de cumplimiento con la
aprobacion, como base para el futuro trabajo, del “Proyecto de marco de referencia sobre el
objetivo, prioridades, problemas y modalidades para la planificacion estratégica del Fondo
Multilateral durante el periodo de cumplimiento”; acordé igualmente solicitar a la Secretaria que
“prepare un estudio sobre este tema para su presentacion a la 33% reunion del Comité Ejecutivo™.

2. Para elaborar su respuesta, la Secretaria se inspir6 ampliamente en las fuentes siguientes:

a) el proyecto de marco de referencia sobre el objetivo, prioridades, problemas y
modalidades para la planificacion estratégica del Fondo Multilateral durante el
periodo de cumplimiento;

b) los estudios de pais sobre el tema, presentados por miembros del Comité
Ejecutivo a la 31* y 32% reunion del Comité Ejecutivo;

c) las notas detalladas tomadas por la Secretaria durante la discusion de este tema
por el Comité Ejecutivo en sus 31* y 32? reuniones;

d) las ideas adicionales y comentarios aportados por los miembros del Comité
Ejecutivo entre la 32% y 33* reunion (los comentarios remitidos por los miembros
del Comité Ejecutivo, asi como un breve resumen, se incluyen como anexo del
presente documento).

Ademas, la Secretaria aporta igualmente al proceso de reflexion su experiencia y conocimientos
acumulados a lo largo de los tultimos diez afos de gestion de las actividades del Fondo
Multilateral.

3. La Secretaria entiende que el mandato recibido del Comité Ejecutivo consiste en
identificar las cuestiones relativas a la planificacion estratégica de las actividades del Fondo
Multilateral durante el periodo de cumplimiento, en particular el paso de un enfoque basado en
los proyectos durante el periodo de gracia a otro centrado en el cumplimiento de los paises
durante el periodo de cumplimiento. El objetivo de este ejercicio es sefialar las cuestiones que
puedan requerir un ulterior y profundo estudio por parte del Comité Ejecutivo.

4. La Secretaria ha puesto todo su buen juicio y conocimiento en tratar de aportar en el
presente documento una lista completa pero no necesariamente exhaustiva de las cuestiones. No
se ha considerado como finalidad de este estudio presentar propuestas para resolver las
cuestiones.
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CUESTIONES

Enfoque seguin proyectos versus enfoque segun cumplimiento

5. Hasta fechas recientes, la programacion, principalmente a cargo de los organismos de
gjecucion, se centraba en identificar proyectos individuales en los paises acogidos al articulo 5.
Muy a menudo el objetivo de eliminacion de SAO de dichos proyectos no se relacionaba con los
requisitos de cumplimiento del pais interesado. Es un hecho que el Comité Ejecutivo ha insistido
cada vez mas sobre la relacion entre las propuestas de proyecto y el cumplimiento por parte del
pais interesado; como consecuencia se han afiadido declaraciones tipo a las propuestas de
proyecto, segun las cuales el proyecto propuesto contribuiria a alcanzar el objetivo de
congelacion de CFC. Actualmente son los organismos de ejecucion quienes formulan las
mencionadas declaraciones, presumiblemente con el consentimiento del gobierno interesado.
Estas declaraciones tipo pudieron ser efectivas durante el periodo de gracia al llamar la atencion
sobre el primer e inminente plazo de cumplimiento.

6. La cuestion estriba en averiguar si esto constituye un enfoque basado en el cumplimiento
o si es oportuno que asi sea cuando el cumplimiento sea una realidad y se haga apremiante.
(Seria mayor la responsabilidad del gobierno interesado con respecto a las reducciones de SAO
contenidas en los proyectos propuestos? y ;como se podria vincular la eliminacion gradual de
SAO financiada con los proyectos individuales al cumplimiento del pais?

Responsabilidad cuando la iniciativa recae en el pais

7. En los primeros anos del Fondo Multilateral, los organismos de ejecucion eran los
principales iniciadores de las actividades en los paises acogidos al articulo 5; preparaban los
programas de pais y desarrollaban los proyectos de inversion y otros proyectos. La participacion
del pais se limitaba a dar el visto bueno a los proyectos o al programa de pais, identificar
empresas y aprobar las propuestas de proyecto.

8. Con el cambio de responsabilidad de los organismos a los paises, éstos ultimos pueden
iniciar actividades o instar los organismos a que ejecuten actividades pertinentes, acordes con las
necesidades nacionales de cumplimiento. En este contexto, ;como afectard este cambio de
responsabilidad a la exactitud y fiabilidad de los datos sobre consumo de SAO, tanto en el
ambito del proyecto como en el nacional? Se ha observado a menudo que los paises cambian
considerablemente sus datos sobre consumo, incluso los referidos a la situacion de partida.

Eliminacion gradual proyecto a proyecto versus estrategias de eliminacidn sectoriales

0. La presentacion y aprobacion proyecto a proyecto ha sido la modalidad predominante en
la financiacion de eliminacion de SAO en la mayoria de los paises acogidos al articulo 5 a los
que el Fondo ha prestado ayuda durante el periodo de gracia, y ha sido bien comprendida y
acogida por todos los implicados en el proceso del Fondo Multilateral. Exceptuando los acuerdos
alcanzados en China e India con respecto a la eliminacion en los sectores que producen halén y
CFC, y mas recientemente en el sector de bromuro de metilo en Jordania, al que se aplicé un
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enfoque de eliminacion por sectores, no se ha lleva a cabo una elaboracion completa ni se han
discutido las directrices generales o condiciones para la eliminacion por sectores (con la
excepcion obvia de los RMP en paises de bajo consumo), a imagen de las habidas para el
enfoque por proyecto. De ahi que surjan algunos interrogantes acerca de la especificidad de la
oOptica sectorial, cuales son:

a) (Hay alguna condicion previa que deban cumplir los paises antes de adoptar un
enfoque sectorial?

b) (Cuales son los componentes de la estrategia sectorial?

c) (Cuales son los criterios para determinar los niveles de financiacién de la
estrategia sectorial? o ;se determinaran mediante negociacion entre el Comité

Ejecutivo y el pais interesado, caso a caso?

d) (Cuanto se tardara, en promedio, en aprobar un plan sectorial, desde el momento
de su primera presentacion?

e) (En qué se distingue la modalidad de ejecucion de la del enfoque por proyecto?
(Qué flexibilidad aporta el planteamiento por sector? ;Como funciona? Y ;cual

es la funcion de los organismos de ejecucion, si es que intervienen?

f) (Cual es el cometido y la responsabilidad del gobierno nacional?

i) Cuestiones relacionadas con la programacion y la asignacion de prioridades

Equilibrio entre el impacto ambiental v el cumplimiento del pais

10. Durante el periodo de gracia se consiguid asignar prioridades principalmente mediante la
aplicacion del umbral de relacion costo-eficacia, con el que se alcanzd el objetivo del periodo
consistente en reducir todo lo posible el impacto medioambiental sobre la capa de ozono con los
escasos recursos de los que disponia el Comité Ejecutivo.

11.  No obstante, puede que esta practica no sea totalmente transferible al periodo de
cumplimiento dado que cada pais signatario del Protocolo de Montreal ha de cumplir las
obligaciones que éste impone y tales obligaciones tienen fecha. El Fondo Multilateral tiene el
mandato de ayudar a toda parte admisible a cumplir sus obligaciones.

12. Ademas, el consumo de SAO no se distribuye de manera uniforme por paises. Un estudio
de los ultimos datos sobre consumo de SAO (1999) publicados por la Secretaria del Ozono
revela la siguiente distribucion: mas del 77% del consumo total de los 88 paises acogidos al
articulo 5, que presentaron datos para 1999, corresponde a cinco de los paises con mayor
consumo y a 19 paises corresponde mas del 95% del consumo total.
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13. La cuestion estd en hacer compatible la preocupacion por el medioambiente, en el sentido
de proteger la capa de ozono, con las necesidades de cada pais individual acogido al articulo 5
con respecto al cumplimiento.

Planificacidén economica: corto plazo versus largo plazo

14.  Hasta hoy, la planificaciéon econdmica ha seguido el ciclo de reposicion de tres afos del
Fondo Multilateral que mas tarde se elabora y concreta en la planificacion administrativa anual.
Esto ha funciona bien mientras predominaba el pago por proyecto. Con el sistema actual, el
monto total de la financiacion aprobada para un proyecto se abona al organismo de ejecucion
responsable en el momento de la aprobacion y por consiguiente el Fondo siempre hace frente a
sus compromisos de pago durante un afo dado y comienza un nuevo afio presupuestario con
nulas o escasas obligaciones contraidas en afios anteriores.

15. No obstante, en principio con la aprobacion de las estrategias de eliminacion por sectores
se ha introducido un elemento nuevo cual es el arrastrar compromisos que en el futuro abarquen
varios afios, de manera que los compromisos contraidos en afios anteriores reduciran los recursos
disponibles para realizar libremente la programacion de cualquier afio presupuestario. Es
previsible que el enfoque sectorial se vaya aplicando cada vez mds a la financiacion de
eliminacion de SAO y que progresivamente se lleve partes mayores del presupuesto anual del
Fondo Multilateral y reduzca atin mas los recursos de los que dispone el Comité Ejecutivo para
programar libremente.

16. Esto es un reto para la planificacion economica de los afos venideros por cuanto la
financiacion a corto plazo habrad de seguir unas prioridades a largo plazo claramente articuladas,
en las que a su vez se habran de reflejar:

Los calendarios de control del Protocolo de Montreal;
La situacién de cumplimiento de los paises;

El ciclo de reposicion y el nivel de financiacion;

Los compromisos contraidos en afios anteriores; y

El oportuno pago de las contribuciones.

ii) Cuestiones relativas a las modalidades de ejecucion

Cuotas de participacion fijas de los organismos de ejecucidén para proyectos de inversion

17.  Las cuotas fijas de los organismos de ejecucion para proyectos de inversion se
implantaron como parte del proceso de planificacion administrativa anual y contribuyeron a una
gestion administrativa ordenada, acorde con una financiacion previsible, asi como a reducir la
competencia improductiva entre los tres organismos de ejecucion por los proyectos de inversion.
El acuerdo sobre cuotas se fraguo entre los organismos de ejecucion y fue reconocido por el
Comité Ejecutivo.

18.  El sistema funciond bien durante el periodo en que predomind la financiacion por
proyecto y en que los proyectos individuales tenian un objetivo de eliminacion de SAO
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claramente delimitado, un plazo de ejecucion relativamente corto de dos o tres afios y un nivel de
financiacion limitado. Estos proyectos relativamente independientes se prestaban a que se les
separara y asignara a diferentes organismos de ejecucion.

19. No obstante, dado el tamafio cada vez menor de los proyectos, es dificil tratar cada
proyecto como una unidad independiente y se tendrd que adoptar un enfoque sectorial para
gestionar estas pequefias unidades, que habra de recibir el apoyo de politicas gubernamentales
para facilitarlo.

20. En estas circunstancias las cuotas fijas existentes pueden provocar una fragmentacion de
actividades y programas, demoras en la ejecucion, y disminuir la eficiencia en el uso de los
recursos del Fondo.

21.  La cuestion estriba en contar con un mecanismo diferente que fomente la colaboracion
entre el organismo de ejecucion y el gobierno del pais acogido al articulo 5 durante el periodo de
cumplimiento, que mantenga la ventaja del sistema de cuotas fijas, en aras de una gestion
administrativa ordenada, y al mismo tiempo aproveche la pericia de cada organismo de
ejecucion. Por ejemplo, la oficina nacional del ozono podria tomar la direccion y trabajar con el
organismo de ejecucion que eligiera como organismo director para desarrollar el plan sectorial y
aprovechar la pericia de los demés organismos si lo desean.

ili)  Cuestiones relacionadas con los roles y funciones de los socios

El Comité Ejecutivo

22. Al Comité Ejecutivo se le confio la responsabilidad de desarrollar y gestionar las
politicas de funcionamiento del Fondo Multilateral asi como aprobar la financiacion de proyectos
y programas. En los Ultimos diez afios, el Comité Ejecutivo ha desarrollado centenares de
politicas relacionadas con la financiacion de proyectos y aprobado proyectos por mas de 1.000
millones de dolares.

23.  Aunque seguira ejerciendo estas dos funciones principales durante el periodo de
cumplimiento, se demandard mucha mas atencién del Comité Ejecutivo para supervisar el
impacto general que las actividades apoyadas por el Fondo Multilateral tengan sobre el
cumplimiento de los paises. A este respecto, seria conveniente que el Comité Ejecutivo
consultara con el Comité de Aplicacion los asuntos relacionados con el cumplimiento de los
paises.

24.  Aqui la cuestion estd en como se refleja esta potencial ampliacion de responsabilidades
en el trabajo del Comité Ejecutivo.

La Secretaria

25.  La Secretaria ha estado ayudando al Comité Ejecutivo en el desempeiio de sus funciones.
Aunque esto conlleva multiples actividades, en su mayoria se dedicaron a elaborar analisis sobre
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politicas, realizar revisiones de proyectos y formular recomendaciones para las decisiones del
Comité Ejecutivo.

26. Aunque estas labores seguiran realizandose, la Secretaria tendrd que dedicar buena parte
de su tiempo a supervisar el cumplimiento de los paises, descubrir a tiempo las tendencias y
problemas, e informar de ello al Comité Ejecutivo. Serda mucho mas necesario ampliar el &mbito
de trabajo para revisar y gestionar los planes o estrategias sectoriales. Serd mucho mas necesario
estar al habla con los paises acogidos al articulo 5 para tratar temas relacionados con el
cumplimiento a escala nacional asi como promover los objetivos del Fondo Multilateral y el
Protocolo de Montreal.

27.  La cuestion estriba en cémo se traducirdn y ejecutardn estas nuevas funciones en el
programa diario de trabajo de la Secretaria.

Los Organismos de Ejecuciéon

28.  Los organismos de ejecucion hasta ahora han estado asistiendo a los paises acogidos al
articulo 5 en formular y ejecutar los programas de pais para la eliminacion de SAO y los
proyectos financiados por el Fondo Multilateral. Han sido los impulsores y divulgadores del
programa del Fondo Multilateral en mas de cien paises.

29.  No obstante, la finalizaciéon de la conversion de las mas importantes industrias
consumidoras de SAO y la preponderancia de usuarios dispersos en los restantes sectores
consumidores de SAO reducira considerablemente la efectividad de la actual modalidad centrada
en proyectos. Los organismos de ejecucion son requeridos cada vez mas no en relacion con la
formulacion o ejecucion de proyectos sino con la asistencia técnica para resolver problemas. Se
podria prestar servicios de asesoramiento en varios aspectos de la preparacion y ejecucion de las
estrategias sectoriales y de los planes de gestion de refrigerantes, y otros servicios que los
gobiernos de los paises acogidos al articulo 5 solicitaran.

30.  La cuestion estriba en como este cambio de funcion de los organismos de ejecucion les
permitird mantener su efectividad y prestar los servicios que necesiten los paises acogidos al
articulo 5 para lograr el cumplimiento.



Anexo

Resumen elaborado por la Secretaria del Fondo

La Secretaria del Fondo recibid los comentarios que se adjuntan de los siguientes
miembros del Comité Ejecutivo: Australia, China, Alemania, Japon, Malaysia, Polonia, y
Estados Unidos. A continuacion, el resumen que se ha elaborado con todos ellos:

e Los paises han de desarrollar, de conformidad con sus propias necesidades, estrategias
para el cumplimiento, acompafiadas de los mecanismos reguladores necesarios para
garantizar la obsolescencia de las tecnologias que usan SAO y el caracter sostenible de las
tecnologias alternativas.

e Se necesitan datos fiables, tanto para los paises como para el Comité Ejecutivo, para
comprender la situaciéon de cumplimiento y evaluar las necesidades de cumplimiento,
incluidas las de las PYMES, sector de solventes, etc.

e La supervision y evaluacion de los proyectos generales y sectoriales son necesarias como
guia para la aprobacion de los mencionados proyectos en el futuro.

e El impacto de los proyectos en la reduccion de SAO, tanto a escala de empresa como de
sector, se deberia vincular a la reduccion anual permanente en el marco de los esfuerzos
del pais por reducir el consumo y alcanzar el cumplimiento (tal es el caso de las
estrategias sectoriales y mas recientemente de los proyectos de inversion de bromuro de
metilo).

e Se deberian desarrollar modalidades para vincular los esfuerzos del Comité Ejecutivo por
ayudar a los paises en el cumplimiento con la responsabilidad del Comité de Aplicacion
de evaluar el cumplimiento.

e Las Partes que contribuyen econdmicamente deberian aportar recursos adecuados,
teniendo en cuenta los compromisos vigentes procedentes de proyectos de financiacion a
mas de un afio, el impacto del mecanismo de cambio a tipo fijo, y el recibo del 60% al
70% de las contribuciones comprometidas durante el afio en que se adeuden.

e Se podrian considerar modalidades alternativas de desembolso de fondos a las Partes
como forma de ejecucion de programas de financiacion basados en resultados.

e Los proyectos que no conllevan inversion tales como los de fortalecimiento institucional,
actividades en red y formacion en materia aduanera, deberian mantenerse para facilitar el
cumplimiento.



Australia's Submission to the Strategic Planning Discussion
(15 February 2001)

Decision 32/75 calls upon members to submit to the MLF Secretariat their ideas for the
elaboration of the Draft Framework adopted at 32ExCom. To assist progress, Australia has
kept its comments to a minimum and structured these to the headings and text adopted in the
Draft Framework.

PRIORITIES

The current list essentially states the existing targets of MLF resources without strategic
priority. The Secretariat has advised that the last 3 years have revealed a trend in contribution
payments to the Multilateral Fund such that no more than 60% of scheduled contributions are
received in a given year. If this trend continued for this triennium, approx. USD61.6m will
not be available until the following triennium. In addition, as illustrated in Annex I to
Germany's earlier paper, a substantial level of this and future replenishments have already
been committed to sector phase out plans (approx. 25% of this triennium).

Consequently, if we are to ensure the MLF serves its purpose of supporting developing
countries' efforts to achieve compliance, we are going to have to decide on a ranking system.
Australia suggests the priorities can be ranked and simplified as follows without losing the
full range of the MLF’s task:

1. Existing commitments: The MLF needs to honour the commits already made. As
already approved disbursements, these will also determine the funds available to other
priorities for the current and future trienniums

(dot point one of Draft Framework);

2. Assistance to countries which are experiencing difficulty meeting the initial control

measures: 2000 CFC freeze, halon and methyl bromide 2002 freeze. The 2002 freeze

deadlines are included as ‘initial control measures’ as existing information suggests more

than 2 years generally elapses between project approval and completion, and therefore
realisation of ODS reduction

(aggregates dot points two and three of the Draft Framework);

3. Production sector phase-outs: such projects will serve to contain the size of the MLF’s
task

(dot point eight of the Draft Framework);

4. Assistance to countries which may have difficulty meeting the intermediate control

measures: 2003 20% CFC reduction, freeze methyl chloroform (MCL), 2005 50%
CFC/halon reduction, 85% CTC, 30% MCL, 20% methyl bromide

(dot points four and five of the Draft Framework);



5. Assistance to countries to enable compliance with post-2005 control measures: this
would encompass assistance to ensure the momentum generated in countries in
compliance is maintained to facilitate post-2005 phase out and facilitate, where the
commitment is present, accelerated phase out

(dot points six and seven of the Draft Framework);

Australia considers dot points nine and ten of the Draft Framework (“an appropriate mix of
investment and non-investment activities in line with a country’s needs to achieve
compliance” and “Strengthening NOUs in national governments under conditions and terms
to be negotiated later on”) as modalities to be employed in giving affect to priorities, rather
than priorities in their own right.

PROBLEMS

This heading could be redrafted more positively as “Challenges”.

ODS data

= as noted in the Draft Framework, accurate and comprehensive data is extremely valuable
for effective business planning and compliance assessment. Australia notes the quality
and quantity of data available to the Executive Committee has improved significantly in
recent meetings owing to the collaboration between the Ozone and MLF Secretariats, the
Implementing Agencies (IAs) and the Article 5 Parties (ASs).

= Australia believes this trend will continue as a natural result of:

- increasing interaction between the Secretariats, [As and A5s on this issue; and
- increasingly clear understanding by NOUs of their national situation.

Urgent need to reduce halon and methyl bromide consumption/production

= Australia agrees that this should be listed as a major problem/challenge which we believe
warrants the ranking Australia has proposed in the list of Priorities.

Urgent need for contributing non A5 Parties to pay dues on time under the Fixed Exchange
Rate Mechanism

= Australia agrees that timely payment of annual contributions is vital to ensure budgetary
uncertainty does not compromise the work of the MLF and, through that, the ability of
ASs to remain in compliance.

= Australia notes that the Fixed Exchange Rate Mechanism is being trialled and that a
report on it will be presented to the 13MOP. Australia believes that report should focus
on the extent to which the mechanism can be said to assist or hinder the implementation
of the MLF’s strategic plan.



Urgent need to reduce ODS use by SMEs and to address the ODS use of small and micro

ODS users as subset

Australia believes that this is an area which highlights the inadequacies of the project by
project approach and the inflexibility of the current guidelines and policies of the
Executive Committee.

Australia suggests the specific needs of SMEs and their subsets may be more effectively
addressed through sectoral or national plans, a review of existing relevant guidelines, and
an appropriate mix of investment and non-investment activities.

Need to examine ways to make the MLF more effectively take advantage of the accumulation

of funds with the IAs and the Treasurer

This will require a reporting system that provided the ExCom with information on funds
actually available for disbursement at any given point in the current triennium and also in
future trienniums. Members need to understand the level of existing commitments, the
amounts of funds that will realistically be available at any given point (including member
contributions, unobligated funds returned by IAs, interest).

Urgent need to examine the issues related to fixed shares for implementing agencies, taking

into consideration that flexible, rather than fixed, shares might better assist AS5s in achieving

compliance

Australia agrees these issues should be examined. Australia regards the current IA fixed
share arrangement as helpful for IA planning purposes and acknowledges that there is a
practical balance to be struck between the advantages of this for the IAs and the
imperative of facilitating A5 access to the assistance needed to remain in compliance.
However, Australia believes the more important priority is for individual ASs to have the
ability and capacity to choose the service providers that will best ensure their compliance.

MODALITIES

Australia supports the country driven and compliance driven programming modality
adopted in the Draft Framework, noting that this presumes a high level of commitment
from A5 governments and a strong relationship between each A5 government and its
NOU. In this regard, we support the strengthening of NOUs in national governments
under conditions and terms to be negotiated.

Australia had expected that if a country ratified the Montreal Protocol, its government
would ensure all necessary support to its NOU. However, it accepts that in some cases,
this support has not been forthcoming. In such cases, we could consider funding for
activities designed to generate the political will and government support that may be
needed.

Australia supports sectoral and national phaseout plans as a potentially better modality for
the achievement of national compliance than the project by project approach. Members
may note that this raises the question of whether the current IA fixed share arrangement
helps or hinders this new approach. As stated above, Australia believes the overriding



priority is for individual ASs to have the ability and capacity to choose the service
providers that will provide them with the skills and expertise most appropriate to their
sectoral or national phaseout plan.

A country driven approach may mean that the ExCom needs to consider alternative
modalities for the disbursement of funds. In addition to consideration of flexible IA
shares, the ExCom may also wish to consider:

- staged disbursements direct to Parties against agreed national/sectoral plans with
specific funding milestones;

- a once-only disbursement direct to Parties against agreed national/sectoral plans;
and/or

- segregating funds for specific purposes.



Suggestions from China on the Country-Driven Modality

L Responsibility changes of NOUs and IAs under Country-Driven modality
1. The key roles of NOUs to the successful implementation of the Country-Driven
modality
1) to formulate national phaseout plan.
2) to organize the formulation of relevant policies and regulations for the ODS
phaseout NOU.
3) to choose appropriate IAs according to the requirement of the national
business plan NOU.
4) to organize the preparation of project proposals with the help of the national
experts NOU.
5) to organize the project implementation NOU.

2. The capacity of NOUs needs to be improved under Country-Driven modality.

1) The budget of Institution Strengthening Project should be increased to further
improve NOU’s capacity through more training on project management,
especially on reporting skills and communication skills.

2) Experience exchanges among NOUs through network meeting or other
channels.

3. The responsibilities of [As should be changed to consultation service for NOUs
1) To provide suggestions to the formulation of the national phaseout plan, the

relevant policies and regulations, and projects proposals, which are prepared
by NOU.

2) To assist Article 5 countries to solve problems and reduce risks on society,
economy and technology caused by from ozone action.

3) In order to facilitate the project implementation, IAs and NOUs should
establish the most effective modality and procedures for project
implementation based on the existing ones. The main responsibility of [As
should be changed to supervise, audit and to provide instructions and
consultations to NOUs’ work.

4) To abolish the fixed funds share distribution among [As, and allocate funds
according to the evaluation of the implementation of their annual business
plans and the national annual business plan and project demands of Article 5
countries.

4. Under country-driven modality, MLF Secretariat could only rely on NOUs to
successfully carry out the supervision and evaluation of the effectiveness of the MP
implementation.

1) Comprehensive evaluation conclusions (including effects on society, economy

and technology, etc.) could not be achieved by the current evaluation
activities.



II.

I1I.

2)

3)

4)

It is suggested that the monitor and evaluation team hold training workshops
to NOUs on assessment methodology. Country-based evaluation report will
then be provided by NOUs.

The project “Assessment and Risk Analysis of Montreal Protocol
implementation in China” is under implementation. The main contract will be
signed by the end of March 2001. China would like to be as a case study on
the Country-based evaluation activities, which could establish a good basis for
the global evaluation.

Large countries could help small countries to identify and resolve problems
caused by the implementation of MP.

Suggestions

The Secretariat should prepare a document on Country-Driven modality for
discussion in future meetings. This document should include the following key issues:

1)
2)
3)

4)

To identify what is Country-Driven.

To clarify the responsibilities of NOU and IA under Country-Driven Modality.
To provide exact definition of “the most flexibility” stipulated in the sectoral
plan agreement between Secretariat and NOUSs.

How to settle the serious divergences from NOU and IA.

The strategy plan for the coming 10 years should pay more attention to the following
non-investment projects, which will play an important role to the perpetual ODSs

phaseout.

1) Research, development and training on relevant policies and regulations,
especially on the supervision and management policies on sustainable MP
implementation to achieve the perpetual phaseout.

2) Effectiveness evaluation methodology on project implementation.

3) Development on project implementation approach.

4) The global ODS phaseout target should not always be based on each country.

A new phaseout concept could be introduced that the priority of project
approval and phaseout progress in large countries and small countries may be
different.

Article 5 countries should take part in the development and formulation of the three-
year business plan and the funding requirement plan.



Some additional proposals by Germany
for steps to make the draft framework (annex to document ExCom 32/43)
a solid basis for formulating implementable strategic planning
(15 February 2001)

Ownership / National strategies:

We consider sound National Strategies as the basis for any intervention by the MLF. The
preparation of National Strategies is in the interest of every country, ASC and A2C alike, and
is in principle expected to be financed from the country itself. In order to facilitate the
process and ensure that lack of funding does not prevent ASC from preparing this crucial
document, ExCom might decide to provide funding for this exercise on an exceptional basis,
provided that certain requirements are strictly met.

For many countries whose ODS consumption is mainly related to the refrigeration sector,
RMPs are or will be in place and are supposed to contain the appropriate National ODS
Phase-out Strategy The ExCom might decide to request those ASC with significant
consumption outside the refrigeration sector to prepare National ODS Phase-out Strategies,
relating to all consumption sectors in the country, building on the RMP Strategy Paper if
there is one. Where available, recent Country Programs / updates should be used as a basis
for the formulation of the National ODS Phase-out Strategy.

The National Phase-out Strategy should include a feasible national implementation plan
with timing and milestones, monitoring requirements, institutional set-up for implementation,
priority sectors, legal and other measures to be implemented by the government, potential
funding sources outside the MLF, and conversion requirements by sector and by amount of
ODS. This data should be supported by detailed information material about different sectors.
After finalization, the National Strategy should be submitted to ExCom for discussion and to
be used afterwards as a basis for funding decisions.

The ExCom might assist respective ASC by:

e requesting the MLF Secretariat to develop in cooperation with the IA and interested
members of ExCom a framework for National Strategies ,

e requesting and enabling UNEP DTIE and its networks to support the countries, based on
the framework developed by the MLF Secretariat ,

e providing funding for the associated activities.

In order to facilitate this process and its timely implementation, ExCom might decide to
provide funding for related activities, to be presented to ExCom not later than the second
ExCom meeting in 2003. Activities for additional support for the countries concerned, to be
facilitated by UNEP DTIE, will cease not later than end of 2005.

With forwarding a project proposal to the MLF, concerned ASC should agree to adhere to a
tight schedule of deliveries, with the National Strategy Document being forwarded to
ExCom within 30 month after project approval. The [As will be requested to return unspent
balances 30 month after approval, independent of the status of the project.



Identifying countries in danger of not meeting their commitments

The Executive Committee might request the MLF Secretariat to report annually at the 2™
meeting of the year on those A5Cs which are unlikely to meet their commitments under the
Montreal Protocol. The report should also indicate whether those countries show significant
efforts to meet the commitments. [An indication might be timely progress in preparation of a
National Strategy or important steps towards its implementation. |

Micro and small ODS user projects

In order to support the smaller ODS consumer projects, the ExCom may consider to increase
the eligible co-ordination costs for sector or umbrella projects dealing with micro and small
users of ODS. The increase should reflect the difficulties in addressing this sector, as well as
the size of the ODS users.

Priority list

We had provided a priority list in our paper “Strategy for the Multilateral Fund: A
contribution from Germany” distributed before the 32™¢ meeting of ExCom. We would like to
repeat our proposals concerning priority for funding as contained in this document. We
consider them as still valid.
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ExCom might want to decide to fund IOC on the basis of regional costs for ODSs, in order to
avoid a negative incentive for A5C already implementing ODS regulation policies. The MLF
Secretariat might be requested to prepare in consultation with the IA a paper on how to
determine regional ODS costs in a transparent, efficient and innovative way, and also to
propose the composition of the regions. This paper should be presented no later than 35
ExCom.

Monitoring of sector projects by MLF Secretariat

The ExCom might request the MLF Secretariat to participate in the auditing of existing
sector projects in order to gain first hand experience on how auditing of sector projects is
handled. For future sector projects, the role of the MLF Secretariat should be to evaluate and
comment on auditing reports forwarded by the IA, in order to prepare a basis for ExCom
decisions whether the funding installments for the respective sector projects should be
released.

Additional Monitoring and Evaluation information needed by ExCom:
ExCom might wish to request the MLF Secretariat to prepare a format for an analysis of the

actual impact of MLF funded projects on the phase out in A5SC, as proposed during the last
meeting by Japan.



Solvents:

From data available it is evident that the remaining consumption in the solvent sector in A5C
is likely to be between 2°000 ODP tons and 10’000 ODP tons. The inaccuracy and lack of
detailed information makes it difficult to approach the sector. In order to obtain better
information about size, structure and occurrence of solvent consumption, ExCom may
request UNEP DTIE to carry out a respective study. The objectives of the study should be:

- to obtain more precise data on the overall solvent (especially CTC) consumption,

- to obtain information on the necessary focus of future projects both in terms of A5C
involved as well as type of enterprises (micro/small/medium/large)

- raise awareness about the issue in different countries.

The work on the study should include detailed discussions with IAs and at network meetings
as well as some site visits. UNEP should be asked to report back to ExCom on the matter no
later than at the 35™ meeting.



Japanese Comments on the Framework on the Objective, Priorities, Modalities for
Strategic Planning of the Multilateral Fund in the Compliance Period
(14 February 2001)

The Japanese Government finds it more productive to start implementing the framework
agreed on at the thirty-second meeting of the Executive Committee rather than to work on its
redrafting.

The Executive Committee at the thirty-third meeting should give specific guidance to the
Fund’s Secretariat and the Implementing Agencies to develop concrete plans to implement the
framework. We consider that most of the agreed elements contained in the framework are self-
explanatory and clear enough for them to implement.

Among the agreed elements that have to be clarified to develop concrete actions, is the
need to strengthen the interactions between the Executive Committee and the Implementation
Committee. We consider that once agreement is reached in this respect, it should be confirmed
in the form of amendment to the non-compliance procedure.

We propose that each contracting Party should develop a national compliance plan which
conforms to the obligations under the Montreal Protocol and submit it within the framework of
an up-date of the country programme as a basis for the requests for the financing of sector plans,
umbrella plans, terminal plans and projects. Such a document should be shared between the
Executive Committee and the Implementation Committee as a common basis for assessing the
observance of the control measures to phase out ODSs under the Protocol. It should be used for
projecting possible non-compliance of a particular contracting party so that a timely support
could be extended to the party by the Fund to keep the party into compliance. We also propose
that the Executive Committee request the Secretariat to prepare for consideration by the
Executive Committee a format and contents of such a document together with a draft procedure
by which to prepare and submit it to the both committees.

On the other hand, in order to produce the national compliance plans in an orderly
manner, the Executive Committee should establish a schedule to review such plans on a priority
basis, possibly based on the latest report on the status of compliance (see
UNEP/OzL.Pro./ExCom/32/38) focusing on the Parties at risk.
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Comment from Malaysia on Draft Framework on the Objective,
Priorities, Problems and Modalities for Strategic Planning
of the Multilateral Fund in the Compliance Period
(13 February 2001)

The Government of Malaysia welcomes the effort of the Fund Secretariat to come out with a
strategic ‘10-year dynamic’ plan that provides specific basis to guide the Executive Committee,
Implementing Agencies and the Fund Secretariat for setting consistence policies and guidelines
for the on going support given to the Article 5 countries that help them to achieve their
obligations under the Montreal Protocol.

Malaysia is in agreement that priorities to obtain funding must be clearly set. This will also
encourage Article 5 countries to work harder towards the priority areas if enough funding is to be
obtained to phase out ODS.

As compliance, the ‘end-result’ of the country phase-out programme, is a country-driven
initiative, the NOU has to play a vital role in this respect besides assistance of Implementing
Agencies and the Networks. Strengthening the capacity of the NOU and may be the other related
government agencies should be given higher priority.

Reliability and accuracy of data do have serious bearing on the planning of compliance
strategies. This is a common problem faced by most of the Article 5 countries. Pragmatic and
appropriate ideas/solutions must be designed to address this issue.

Sector approach of ODS phase out can be more effective as compare to project-by-project basis.
It gives a level playing field to the industries concern in the same sector and can also prevent

‘reverse conversion’ scenario. It is also easier for the enforcement of compliance.

Regulatory control measure is a must if ODS is to be phased out totally.
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Comments from Republic of Poland
(16 February 2001)

Following your letters of 30 and 31 January 2001 regarding draft guidelines for preparing
Country Program Updates as well as Draft Framework on the object, priorities, problems and
modalities for strategic planning of the Multilateral Fund in the compliance, we would like to
suggest, that special attention should be paid to the following:

- correctness of import and export permits issuance;

- training of custom services

- cooperation between various intergovernmental bodies responsible for monitoring
controlled substances flows;

- possibility of controlled substances identification during custom procedures at the state
borders.
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A Non-Paper by the United States of America
Thoughts Related to Moving Forward with the Draft Framework
on Strategic Planning
(27 February 2001)

The United States believes that the time the Executive Committee put into developing the draft
framework for strategic planning was worth the significant effort, and that the draft framework
provides a useful blueprint for further action. However, we do not underestimate the challenge
inherent in evolving the mode of operation of the Multilateral Fund system toward the vision
outlined in the draft framework.

We believe that one of the key challenges in moving forward will be shifting the mind set of both
the Executive Committee itself, and the implementing agencies. Specifically, we believe that
some of the implementing agencies have grown so accustomed to a project-by-project mode of
operation, that for various reasons, it will be difficult for them to adjust to the more country
driven approach acknowledged by the Executive Committee to be essential to ensuring national
ownership and compliance. By the same token, many Executive Committee members and
countries have largely gotten used to the operation of the Fund in its current form. Success will
depend on all related participants being open minded, within the agreed framework of the
negotiated text, to address the significant challenges involved with a new country driven
approach.

At the outset, it should be noted that the project by project approach, which has been nurtured
over time by the Executive Committee, has achieved some important successes. It has, after all,
helped many countries to achieve significant reductions and compliance with the initial freeze
obligation. However, in most cases, the project by project approach has not led to the rigorous
national strategic planning process and the governmental consensus on long term action that is
essential to enabling a planned, integrated phase out of ODS, and overall cost effective
compliance with major upcoming reductions required by the Montreal Protocol.

While many countries and members of the Executive Committee are beginning to see the way in
which the project-by-project approach may impede national ODS phase out planning, some of
the agencies appear very reluctant to move from the project-by-project mode of operation that
has enabled them to build what they may consider to be a sustainable program of work.
Specifically, over the last year, we were concerned about the overt efforts of some agencies to
impede agreement on a new system for dealing with RMPs out of a belief that such an agreement
would deny the agencies certain types of projects. Now we are very concerned about reports that
senior representatives of some agencies may be working to undermine the efforts of other
agencies in response to national governments wishes to pursue sectoral and/or national phase out
approaches, consistent with the stated direction of the Executive Committee. We believe this
behavior, which almost halted progress on reaching an RMP agreement, will benefit neither the
ozone layer nor the ability of A5 countries to comply with their commitments under the Protocol.
However, it is symptomatic of the problem and challenge that we face in changing the mind set
of the primary actors in the Fund. Unfortunately, while it is a very significant challenge, it is not
the only challenge we face.
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Another large challenge is related to national capacity and national political will, both of which
are essential to implementation of the country driven approach outlined in the ExCom planning
framework. Specifically, while some countries have, over the last decade, gained both the
political support and experience necessary to carry out the strategic planning that is essential to
an effective phase out, other countries, which have relied almost solely on the project-by-project
approach for achieving “progress”, may not be adequately prepared to take on the task of a
country directed program. Finally, while some countries may have staff that are able to take on
the task, the ozone officers in these countries may not have been able to mobilize the support
within their national authorities to implement a national phase out plans.

Addressing these matters will not be easy, but must be considered directly. If a country faces
problems in mobilizing political will, the Fund should consider co-sponsoring targeted activities
designed to build a high level commitment essential to enabling implementation of national
plans. If high level commitment is clearly there, but the capacity to develop an integrated plan is
not, the Fund should be able to consider targeted flexibility in joint funding for institutional
strengthening to enable development and implementation of strategies that meet national needs.

A targeted system that responds to the specific needs of the countries to enable their
development and implementation of broader strategic phase out plans may, on its face, secem
appropriate. However, this will require change, not only on the part of the agencies, but also in
the Executive Committee itself, and in related countries. First, one of the hallmarks of the Fund
has been relatively equal treatment of similar countries - especially in terms of Institutional
Strengthening support. Further, funding for political mobilization has not generally been
provided out of a belief that a country’s commitment to meet the Protocol obligations would or
should have been manifest when it became a Party. Making co-funding for these activities more
flexible so it could be directed in a more targeted manner would mean that the Executive
Committee and countries’ expectations would have to change in order to support a new reality
that would allow differential treatment on these issues depending on need. Where there is a
clear, high level of commitment for action, the US would certainly be willing to entertain a more
open, flexible system.

A second problem in implementing a more flexible system directed at fostering national
development of sectoral or national phase out plans would be “needs assessment”. Who does it?
We believe that the overall programmatic success of the Fund will, in the end, depend on the
empowerment of countries to be able to develop and implement their own integrated plan which
includes policy measures and projects. However, empowering countries may very well decrease
the amount of work of the agencies - and asking the agencies to impartially advise us on such
matters may not adequately take into account the power of the natural human instinct to protect
ones own interest.

Despite the challenges outlined above, we should not overlook the fact that we have made some
real progress in shifting the work of the ExCom away from the project by project approach, and
towards the sectoral/national approach. First, over the last two years, we have approved sector
based projects that will eliminate over 70% of the A5 CFC production capacity, and over 90% of
the halon capacity. We have also approved large sector plans in China for solvents and tobacco.
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In addition, in the above noted cases, and in the case of MBR, we have already begun
implementing the key provision of the draft framework requiring that regardless of the
implementation modality (project by project or sectoral/national approach), continued funding
must be contingent on a national commitment to sustain national, permanent, aggregate
reductions in consumption or production. Last and equally important, we have evolved a
mechanism for funding RMPs that relies much more on each individual country to plan, target
and accept responsibility for achieving a specified level of reductions with a specified level of
resources. These are significant steps.

The US believes that furthering this trend is inevitable for the following reasons:

1. Compliance period: Because we have entered the compliance period, national prestige
regarding the ability of a country to meet their commitment is on the line. Countries can not
afford to rely on specific agency selected projects to ensure their national compliance. Further,
we do not believe that compliance with steady reductions until a final phase out can be assured
only through a project-by-project approach. A broader strategic approach including policy
measures and import restrictions is essential to ensuring compliance, and is surely in the best
interest of each individual country.

The compliance period does not only put the prestige of each country on the line regarding
compliance. - The prestige of the Fund is also on the line. If, after contributing over $1.2 billion
dollars over the last 10 years, there is widespread non-compliance, the sustainability of the Fund
itself could be called into question. But even this is not all - confidence in the ability of
international environmental agreements to achieve agreed commitments is also on the line. The
Montreal Protocol has always been viewed by the world community as the most successful
global environmental agreement. If we fail to achieve our goals, the entire architecture for
global action could be called into question. This raises the larger issue - the environmental cost
of failure. Indeed, we owe it to this and future generations to ensure that we follow through and
protect the ozone layer. Failure to achieve compliance has such high costs both in national and
global terms, that it should not be seen as an option. Therefore, we cannot afford to rely on the
project-by-project approach, whose past funding may have yielded reductions ; but whose
continuation is not certain to deliver what the countries and the world community expect and
deserve - compliance.

2. Incremental Cost: As negotiated by the Parties to the Protocol, the determination of eligible
incremental cost depends on a comparison of the pre-conversion cost of doing business, with the
post conversion cost. It is clear that between now and 2005, the cost of CFCs will increase as
CFC plants close or reduce their-production to comply with the Protocol. This will drive up the
pre-conversion cost of doing business. While what is eligible will remain consistent with the
originally negotiated text, and will not change, the increased pre-conversion cost will result in
significantly lower eligible compensation for projects. A clear indication that this was always
understood by the Parties can be found in the indicative list of incremental cost negotiated by the
Parties in 1990 at the creation of the Fund. That document clearly states that “the funding of
incremental cost is intended as an incentive for EARLY adoption of ozone protecting
technologies.” Those who wait to take project by project action late into the phase out may find
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themselves, in future years, with little CFC, little eligible incremental cost, and little funding
assistance. Indeed, the Mexico case presented to the Excom last year (which was slightly
different in that production was reduced not to comply, but to “over-comply”) demonstrated
what the widespread A5 reality is likely to look like in the future - insufficient eligible
incremental cost to cover even the capital costs of conversion. This is worth stating again
because it is critical to understand: as time goes on, the eligible incremental cost will inevitably
go down significantly.

Given this reality, we believe it would be wrong for any Fund participant to suggest to countries
that they should not work now on sector or national phase out plans because this will not
maximize compensation. First, this line of thinking focuses more on funding then resulting
ozone layer protection; this process must be about more than funding. Second, this line of
thinking suggests that such participants are operating under the assumption that full funding at
current levels for the project-by-project approach will be available until the end of the phase out.
As explained above, this will not be the case. Given that, countries that continue to rely on the
project by project approach will, in the long term, not maximize compensation - and may in fact
leave themselves with no funding to phase out the residual use in their countries later. In
contrast, agreement on sectoral national phase out plans now will lock in funding to ensure that
over time, there will be sufficient funding to enable countries to make a thoughtful transition.

3. The Size of Projects: How do we define SMEs? How many are there? In what sectors? The
area lacks clarity on a number of issues. One thing that is clear to the US and many other
countries is that the project-by-project approach simply will not work for SMEs. Like the phase
out generally, the phase out of ODS use by SMEs will have to depend on integrated strategies
that provide a mix of funding and other non-investment support that will help them convert
(possibly by consolidated efforts as in some Excom approved projects) or help them move into
other activities. Again, planning and timing are critical. If countries wait five more years to plan
for conversion or shifts in activity, and the cost of CFCs rises such that there is no eligible
incremental cost, SMEs will suffer. No one wants this to happen. SMEs must be part of the
planning for national/sectoral phase outs, and that planning work must begin now.

These factors lead us to believe that agencies, countries and the Executive Committee must work
together to collaborate on a shift toward the country driven/compliance driven approach
envisioned in our planning exercise. We believe such approaches are the only way to ensure that
countries achieve a coherent phase out that does not leave developing countries facing large,
scarcity driven costs associated with the inevitable reductions in supply. That is the goal of the
RMP agreement reached last year. The larger countries with more complex uses must also
consider movement to integrated sectoral and national actions.

Modalities - When, What and How do we do it?

In terms of the when and what, as noted above, many countries have already started with the
RMP plans/agreements, the production sector agreements, and the MBR reduction agreements,
each of which is designed to outline and implement a national strategic plan to achieve a
specified reduction or a phase out in the relevant sector. This may give us a potential conceptual
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construct to start with. Further, some countries have recently undertaken country program
updates which may form the heart of a strategic compliance plan. We believe a key next step is
to consider “needs assessment” and move towards enabling countries to demonstrate their
commitment to implement national strategies. This means that, as noted in the draft framework,
the movement toward the broad strategic approach will be a transition - it will not be
implemented immediately. However, as noted in the draft framework, and as is being
implemented in the MBR projects and sectoral approaches, in the case of either continued
project-by-project work, or sector/national work, continued funding must be predicated on a
commitment by the country to achieve sustainable, permanent aggregate reductions in
consumption and production, as relevant. This means that we will no longer be approving
projects without a national guarantee that the project will directly reduce total national
consumption. This guarantee, which is essential to ensuring fulfillment of expectations of all
parties for our effective operation, must be operationalized across all project work as soon as
possible.

In terms of next steps, we look forward to a discussion of the issues presented in this non-paper
at the Executive Committee. If some of our thoughts presented here are accepted, we also look
forward to discussing how a “needs assessment” would be started, and how we can shift our
operation to provide more targeted assistance to prepare for implementation of broader phase out
plans and/or projects that provide assurances that all of our spending will result in sustained
aggregate reductions.
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