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EXECUTIVE SUMMARY

I, This Progress Report on Bank-Implemented Montreal investment operations covers the seven-
month period of November 1994 - May 1995, Substantial progress has been achieved during this period
as evidenced by the continued growth in disbursements and ODS phaseout. A number of Grant
Agreements have been signed and disbursements have nearly doubled since the last Progress Report.
Project implementation has also been initiated m several countries. Additional project approvals were
obtained during this period: first at the 15th Meeting of the Executive Committee (EC) of the Multilateral
Fund in December 1994 and through the Small Project Approval Process (SPAP) in May 1995,

2. The Bank’s portfolic of Montreal Protocol (MP) investment operations now stands at over
US§140 million. The Bank’s portfolio now consists of over 160 separate activities in 20 different
countrics.

3. Three additional Grant Agreements were signed during this period: an umbrella grant agreement
with india (US$50 mullion), one with Venezuela (US$3.1 million) and one with Egypt (US$2.1 million).
Furthermore. the grant agreement with the Philippines which was signed in 1994 was amended into an
umbrella agreement (US$30 million). A number of additional projects are in the final stages of approval
including: China ODS HI (umbrella grant agreement of US$90 mitlion), Jordan ODS It (umbrella grant
agreement for US$3.5 million), Malaysia {(umbrella grant agreement). Turkey {umbrella grant agreement

for USS18 million): Uruguay (umbrella grant agreement for US$S million): and Venezuela (US$4.2
million).

3. New investment operations (80 projects in all totaling close to US$60 million) have been
prepared for Argentina, Brazil, China, India, Indonesia, Jordan, Malaysia, Philippines, Pakistan and
Turkey for presentation to the 17th Meeting of the Multilateral Fund Executive Committee. Also
included is a request for a US$H3 million replenishment of the SPAP. Of the 80 projects submitied for
consideration at the 17th EC Meeting, 100 percent will be processed through umbrella grant agreement.

S. The Bank also adjusted its 1995 work program activities to work within the budget approved by
the EC at its 16th meeting.

6. Daring this period, the Bank completed the pilot phase of the Small Project Approval Procedure,
initiated work on Monitoring and Evaluation guidelines, contributed to several policy papers for
consideration of the Executive Committee and finalized its report the Implementation Performance
Review of Montreal Protocol. The Bank also undertook an analysis of switching to an agency fee basis
{similar to other agencies) and is continuing work on this front

7. Also during this period, the Ozone Operations Resource Group's (OORG) MACs Working Group
was convened for the first time. The Seventh Meeting of the OORG was also held in Washington on
Aprit 11, 1995, Outcomes of both meetings are summarized in the Progress Report.

8. Additional ODS phaseout has been reported from the field and a munber of projects under
implementation will yield additional results over the next six months. ODS phaseout from projects
completed is now estimated at over 3,000 tons. an increase of 2,350 tons since the last Progress Report.
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Projects now under implementation have eliminated substantially greater ODS consumption and will be
reported as ODS phased out when the projects are completed.

9. Concerning certain financial matters, the Bank is reporting savings and project-level adjustments
which result in a credit of about US$2.8 million which can be applied against approvals to be obtained at
the 17th Meeting.
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1. MONTREAL PROTOCOL OPERATIONS STATUS REFORT

A. New Investment Operations and Work Program Amendments for Consideration at the 17th
Meeting of the Fund Executive Commitiee

1. New investment projects for Argentina, Brazil, China, India, Indonesia, Jordan, Malaysia,
Pakistan, Philippines, Thailand and Turkey are being presented for consideration at the 17th Meeting of
the Fund Executive Committee (EC). There are no requests for permission to proceed and no requests for
Work Program Amendment. The refrigeration sector projects for the Philippines were given permission
to proceed in 1993 and are now being presented for final approval. This also holds true for the Turkey's
Pekel project which was given permission to proceed last December.

2. Investment projects totaling close to IIS$60 million are being submitted to the 17th Meeting of
the Executive Committee. The complete breakdown by country and type of decision is provided in Table
I-1. The complete list of projects is presented in Attachment D.

3. Every project presented for consideration by the 17th EC Meeting will be channeled through an
umbrella agreement, several of which are already m place (Brazil, India, Indonesia, Philippines,
Thailand) and several others which are in the finai stages of approval {Argentina, China, Jordan,
Malaysia and Turkey). Processing of these new approvals will be the swiftest of the Bank’s involvement
in MP ¢perations.

4, The requests also include a replenishment of US$3 millton for the Small Project Approval
Procedure in India. A more comprehensive report and proposal for the next steps is presented in
Attachment B.
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Table I-1: Summary of World Bank Invesiment Projects
Being Submitted to the 17th Meeting of the EC, July 1995

Country Project Title & Subprajects | ODS Phase- Type of EC Incremental

by Sector Qut per Year Decision Cost (US$
(MT) Requested mitlion)

Argentina | ODS 1 Project: 6 subprojects in 255 Final Approval 9.77
the refrigeration and MACs
sectors

Brazil ODS [ Project: 7 subprojects in 162 Final Approval 4.2357
the refrigeration, foam and
solvent sectors

China ODS i Project: 10 subprojects 2460 Final Approvai 12.6928
in the refrigeration, foam,
MACs and halon sectors

India ODS Ii Project: 29 subprojects 3729 Final Approval 13.2039
in foam, solvent, halon and
refrigeration sectors

India Small Project Approval Process TBD Final Approval 3.0
- Replenishment

Indonesia OGDS 1 Project: 6 subprojects in 392 Final Approval 3.830
the refrigeration and solvent
sectors

Jordan ODS I Project: I subproject in 20 Final Approval 0.166
the foam sector and
instirutional strengthening

Malaysia ODS 11 Project: 12 subprojects 2119 Final Approval 7.103
in the foam, solvent and MACs
sectors

Paldstan ODS 1t 2 subprojects in the 265 Final Approval 2.0023
foam sector

Philippines | ODS 1 Project: 4 subprojects in 91 Final Approval 27
the refrigeration sector

Thailand ODS 11 1 subproject in the Final Approval 0.125
solvent sector

Turkey QDS i Project; 2 subprojects 269 Final Approval 1.8447
in the refrigeration and foam
sectors

Grand Total 10,023 59.5611

B. Project Processing and Implementation Overview

4, Staws of Country Program Preparation. The only ongoing activity in this areas is in Nigeria.
Nigeria’s Federal Environmental Protection Agency (the national executing agency for this activity) has
selected a consultant to undertake the Country Program preparation. Contracting is under way.
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5. Status of Grant Agreements and Project Preparation Advances. A number of Grant Agreementis

(Egypt. Indiz and Venezuela) were signed during this last period. There have been no major changes in
the planned approval since the last period except for the China ODS 11l Project which has slipped and 1s
expected to be cleared for approval in July 1995. Following the large number of projects approved at the
15th Meeting. a number of grant agreements were initiated and are in the final stages of processing.
Projects approved at the 15th Meeting for Brazil and Indonesia were committed by the Bank in a matter
of weeks given that the umbrelia agreements were already in place. Furthermore, projects approved
through the Small Project Approval Procedure for India (thirteen projects totaling US$3.3 million) in
May were committed by the Bank on June 8, 1995, through the umbrella agreement. The schedule of
grant agrecment approvals over the next six months is presented in Table I-2. Additional details on
project processing are provided in Attachment A and Section Il of this report, Also, in order to
streamline internal project processing for the AAISA/COROVEN (Venezuela) Mobile Air Conditioning
Project, it was decided to combine the twe projects approved for these enterprises (June 1993 and
September 1994). Only one grant agreement will therefore be required to channel these funds. An
advantage of this approach will be added flexihility afforded by combining the contingencies, which are
likely to be used given the recent devaluation of American dollar worth to the Japanese Yen.

Table 1-2: Schedule for Director/RVP Approval Commitments of MP Projecis
for a Six Month Horizon
Cotntry MP Project Tusk Type of Amount | Planned
Manager granf (USS Director/ RVP
agreement | million) | Approval
Argentina | ODS Phaseout | Tlaiye Umbrella |25 09/95
China ODS 11T Chan Umbrella | 90.0 07/95
Jordan ODS 11 Masangue Umbrella 3.5 07/95
Malayvsia | ODSII Ritter Umbrella 25 07/95
Pakistan ODS | Shah Umbrella | thd' 11/95
Turkey OoDS 11 Atur Umbrella 18 07/95
Uruguay ODS 1 Manibog Umbrella 5 07/95
6. Project-Related Disbursements. Disbursements have nearly doubled since the last Progress

Report and now reach over US$17 million. Disbursements are summarized in Table [-3 and are also
provided in Attachment A. Funds are now being disbursed in fourteen (14) of seventeen (17) countries
where invesoment projects have been funded.

7. Status_ol Project Preparation and [mplementation.  Country-by-country updates on project
preparation and implementation activities are provided in Attachment A,

8. Project Impagts and Implementation of Approved Projects. Implementation of projects which will
phase out over 20,000 metric tons (MT) of ODS will continue during 1995, Several projects will be
completed and will result in the phaseout of several thousand metric tons by the end of 1995, ODS

o i
To be determined
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Attachment A and now totals over 3.000 ODP tons. Additional phaseout which has been achieved at the
plant level must be verified before it can be reported in the progress report.

Table I-3 World Baok Investment Project Commitments and Disbursements, as of $/31/95

Disbursement
Trust Fand Country Proj, Name Commitment Approval Effectiveness | Cumulative Total
Mumber Amount Date Date since Inception
Committed LSS million
218 Brazil 008 Phaseour | 3. 144163 12193 12/17/93 t 000000
21916 Chile QDS Phaseom t 206076 /193 1047493 181483
21921 China GBS Phassout 1 6925000 15/30/9% 42104 1944475
21981 China 303 Phascout [ 4 465000 5/23/94 3294 0.709295
21923 Feuador DS Phaseent | 1565000 L7183 1/18/493% ¢.714014
Egypt MUMC Compressor (FCY 2.1860000 5/28/9% S228453 000000
21939 India ODS i 1.252060 /194 12894 0.200000
[adwmz DN i 123934 32Es 4 000600
21982 indonesem OI¥5 1 £ 632263 i024/94 £ 500000
21e32 Tordan TA ardd Invvestment Prob 1.500000 GF16/93 [ 570 3.200000
31928 Malaysiz Halons & MAC Reoyching 1630000 3£28/92 11767992 {1 364100
24 Mexico MAL Recvoling & Acrosels 0180000 3997 SAR3 4 000000
21030 Kexieo (zone Profection Palicy 4906800 1172692 1277592 4 890424
20478 Phitippines OGS Phascaut Engipesring 1393675 11452 6102 3393675
251938 Philippings O81 11. 728000 B34 1 500000
20T Thailand ODS Phaseout Engineering 1389960 1114492 g18M2 G.389960
1026 Thailang 008 Phaseoat | 12.500160 8/3/4 4.000000
21935 Tuenisia ODs | 1.750000 6/ 14194 8/15/94 0.187311
21934 Turkey OD8 Phaseour | 6.165000 1724194 4/23/94 4243375
21919 Venezuela OD3 Phase out 1 -Plasticos Molanca 1.300000 4/28/93 51593 1.264626
Venezuela FAACA 3100000 220158 000000
22001 Venezuela Chiller Retrofits 930/94 0.000000
21943 a3 Clinkea Avias (8115.000) 0.115000 0000005
b} instituto de Prevencion Sovial del
119948 Maedica($62 600} 1 06900 4000000
214997 «1 Congresa de 1a Republicn (546,000} G.065008 G (0060
Subtoetal MP Comniticd 84391168 1568274
i PPA
21927 Ching (DS Phaseoad - PPA | for QDS Prois | 1.300000 B/10422 082 0587864
21917 China OIS Phase-omd - PPA H Er ODS Pref H 93000600 VIR T {1 300000
937 China 08 Phose-omPPA HE for QDS Prog. 11 1.320000 2894 21654 0213650
2i96g India G0 Phase-out-PFA 0 345000 6/1/94 & 1%4 0 (50000
21529 {ndonesia DDRIPPAL 0.256000 36593 /%753 G 250000
Sub-total PPA 2.715000 1501584
TOTAL 87.106168 17.184252
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{I. OQOPERATIONAL, POLICY AND OTHER ISSUES

9. Report on Smail Project Approval Procedure. The Pilot Phase of the Small Project Approval
Procedure (SPAP) was successfully completed in May when a number of foam-sector projects were
approved by the Executive Committee of the Multilateral Fund through an out-of-cession, non-objection
basis. A full status report and proposed next steps for the SPAP are presented in Attachment B. Briefly,
it is proposed that the SPAP be extended and that an additional US$3 million be allocated for this
purpose.

10.  Monitoring and Evaluation Guidelines. A key element of the MP Team’s work in the first half of
1995 is the development of a set of monitoring and evaluation {(M&E) puidelines which will provide the
necessary framework for enhanced reporting on project implementation, as well as other issues related fo
achieving the goals of ODS phaseout activities of the MP and the GEF. The main objectives of the M&E
guidelines are to: (a) examine the effectiveness of project implementation; and (b) determine “lessons
learned” which can be applied to future ODS initiatives. To accomplish these objectives, the guidelines
will establish tools and procedures for monitoring progress in QDS phaseout at project sites considering
engineering and ecenomic efficiency. The evaluation guidelines will also take note of the local project
implementation mechanisms and will examine the effectiveness of assistance aimed at strengthening the
local institutions.

11.  The Bank has established an Advisory Group to assist in developing the M&E guidelines. The
Group includes experts from developing countries, NGOs, the public sector, the Fund Secretariat and the
Bank itself. The Group met in early April to review a draft outline of the guidelines and discuss
approaches for M&E in countries with ongoing MP activities.

12, In early May, a member of the MP Team visited Ecuador where an QDS phaseout project is
currently under implementation. The field visit included interviews with the local project unit
management team about existing monitoring and evaluation systems and their institutional capacity, and
visits to two enterprises which have recently converted away from ODS where the MP staff interviewed
management and technical staff about their hands-on experience. Other field visits have been planned as
part of supervision missions for Jordan and China.

13, Draft M&E guidelines for the Bank's ODS phaseout investment projects will be completed by
early July.

4. Qufcome of QORG Meetings. The first OORG Mobile Air Conditioning Systems (MACs)
Working Group was held in January 1995, In addition, the seventh semi-annual meeting of the full
OORG took place in April 1995, Outcomes are outlined below.

15. First OORG MACs Working Group: The first OORG MACs Working Group was convened
by the World Bank in Washington, DC on lanuary 18, 1995, The meeting focused on making
recommendations tor making clear distinctions between modifications and associated costs driven strictly
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by the need to convert w non-ODS technology (eligible incremental costs), and those prompted by other
modernization motivations of the industry, such as competitiveness.  Following are specific
recommendations;

(a) It was agreed that the baseline standard against which the incremental costs of HFC-134a
should be measured is the conventional CFC-12 plant design familiar around the world. The
tncremental cost for HFC-134a conversion is thus defined as the cost of the minimum
equipment change which will allow the enterprise to produce HFC-134a systems and
components with equivalent performance to that of the CFC-12 MACs previously produced:

{b) MACs HFC-134a conversion technology transfers may require an appropriate licensing
agreement with an internationally recognized supplier. In addition to technology licensing
fees, production royalties may also be levied in such circumstances, but only to the extent
that they exceed comparable royalties which applied to the CF(C-12 licensing arrangements
previously in place, and then only for a two-year period based on specified measures of past
production;

{¢y Training expenses (“train the trainer” and use-related training} associated with acquisition of
new technology are legitimate incremental costs. In the case of use-related training, it is
essential that the costs be included as part of the competitive equipment quote;

{d) MACs conversion project plans must include provisions for verification of the final
disposition and/or disposal of all CFC-12 related manufacturing equipment;

() MACs incremental operating cost compensation should not apply for fabricators who do not
charge MACs with the refrigerant, since those costs are borne by the automobile
manufacturers themselves; and

(f) MACs HFC-134a servicing regulations should specify SAE 1639 quick-couple HFC-134a
fitting and marking for all conversion projects including recovery, recyeling and leak
detection equipment, and in all technical service procedures.

16. A number of Working Group members expressed concern about the general risk of regression
back to CFC-12 use that may exist in many developing countries even after HFC-134a conversions have
taken place. Unless proper and effective economic and/or regulatory disincentives are in place within the
country, there may be nothing to prevent HFC-134a designed MACs from being charged with CFC-12
instead, thereby defeating the spirit as well as the purpose of the Multilateral Fund financing. The

findings of this working group have been issued as an QORG series of reports published by the Global
Environment Coordination Division.
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17. 7¢th Meeting of the Ozone Operating Resouree Group {OORGY The Bank convened the 7th
Meeting of the OORG on April 11, 1995, All OORG sectors were reviewed at the meeting and several
cross-sector issues of iterest were discussed. Following are highlights of the issues discussed at the

meeting:

(@)

(b)

(¢}

fHegal CFCs Flood World Markets: The OORG MACs Sector Advisor noted that there have
been alarming increases in illegal CFC-12 imports, or attempted imports {(as much as 1.3
million pounds in one mstance), into the US, resulting in numerous arrests and indictments.
Sometimes containers falsely and illegally marked as “recycled R-12" have been found to
contain R-22 or R-22/R-12 blends, both ozone depleting substances. In order to help counter
these developments, refrigerant identifier technology is recommended as essential equipment
for MACs repair shops. [t was proposed that an acceleration of production plant shutdowns in
developing countries or countries with economies in transition would be the most effective
way of addressing this issue.

“Threshold Price’ for HFC-134a: The market for an important zero-ODS refrigerant
alternative, HFC-134a, has gradually matured and 1s now widely established as a bulk
commodity chemical.  Furthermore, rapid technical learmning and scale economies have
drastically reduced prices from as much as 1J5$30/1b, in the 1980s 10 between US$2.50/1b. and
US$4.00/1b. today. This price level is considered a ‘threshoid price” by the industry, low
enough to begin stimulating new uses/demands which are either unplanned or unanticipated in
user sectors, The global market demand for HFC-1344a 18 currently around 535 kilo tons/year
(kie/yr) and is expected to level out at a long-term demand of 175-275 kte/yr within a decade,
unless major unplanned new uses arise. Roughly a third of this total plant capacity has already
been built, another third has been announced, and the remaining third is planned by the
mmdustry at the present time. [t 1s important that production policy related to any of the
alternatives retlects both the relative stage of a particular technology development as well as
related market conditions.

Hydrocarbon Availability: On the recommendation of several OORG working groups, the
(OORG Production Sector Working Group undertook a study on the availability and cost/price
of hydrocarbons in developing countries in relation to required chemical quality as an ODS
substitute. For perspective, it was noted that the total global consumption of the types of
hydrocarbons used in non-ODS technology averages 221 million metric tons/year (m te/yr),
less than a third of the total amount of all hydrocarbons consumed in a single day, which is
737 mte. Clearly, market conditions world-wide are such that whatever the usage, the market
for hydrocarbons in both the aerosol and refrigeration sectors is not large enough to influence
price. and consumption volumes are too low to yield economies of scale in production.
Nonetheless, hydrocarbons are certainly available in the developing country world. Price may
vary greatly, however, as a function of {ransportation logistics, packaging, storage and safety
and these are different for each sub-sector. The basic question to be answered in each sector in
any country, however, is how developed is the potential user demand, and is the associated
“market pull” sufficient to promote and support the purification investments needed to produce
hydrocarbons for use in the aerosol and refrigeration sectors. In most cases, user sector
prajects should be given first priority for Multilateral Fund financing as a first step towards
creating the necessary demand for indigenous supply.




Montreal Protocol Operations Progress Report November 1994 - May 1995

(d)

Chiller Survey Findings: The OORG Refrigeration Sector Advisor presented findings from a
study he carried out to give further consideration to a proposal for a chiller rebate program to
accelerate chiller conversions. As a first step, the study team collected data on the existing
population and distribution by age, energy etfficiency, and region of all locally owned chillers
in operation in Article 5 countries. The expected energy cost savings which might be
anticipated through conversion of chillers of various ages were calculated and compared to the
costs of conversion. Replacement costs for a typical chiller are US$150,000-250,000, Since
this amount 1s roughly comparable to the annual operational cost savings as a result of energy
efficiency improvements of chillers installed before 1971 (25 years old or older), the benefits
of conversion are obvious and no rebate should be necessary. The accelerated conversion of
somewhat newer chillers (between 20 to 25 years old) would result in average cost savings of
US5124,000-162.000. somewhat less than the replacement cost range indicated above. Asa
consequence, consideration might be given to a rebate program for chillers installed during
i971-1975 for a total cost to the Multilateral Fund, of US$3-10 million with individual rebates
of from US$2,000-7.000 each to help induce an accelerated phaseout. However, due to the
substantial returns implied by these estimates, if capital availability is the real constraint,
investment loans might be the preferred option.

18. Bolicy, Institutional and Administrative Matters. For the 17th Meeting of the EC, the Bank has
contributed or taken the lead on several policy papers for consideration by the Executive Committee.
First, the Bank has revised the paper on Technology Upgrades (UNEP/OzL.Pro/ExCom/16/15) based on
written comments from EC members on the criteria and guidelines in relation to inadvertent technology
upgrades. The Bank is also preparing a paper examining the feasibality of providing concessional loans
to Article 5 couniries as a complement to its ongoing investment activities.
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{IL. BUDGET AND FINANCIAL DATA

19.  The tables listed below and presented in the following pages summarize the status of the World
Bank's MP Work Program budget, financing commitments and general financial information:

Table 111-1: Fund Receipts, Uses and Balances
Table HI-2: Work Program Budget Summary
Table 111-3: CY95 Planned Approvals and Commitments

20. Fund Receipts, Uses and Balances. Since the last Progress Report and as of May 31, 19935, the
Bank had received transfers of funds from the UNEP Treasurer for projects approved at the 12th through
15th Meetings of the EC. These transfers total US$23.68 million. The Treasurer has made allocations
for funds which have yet to be transferred to the Bank. The Bank has requested that the remainder of the
funds approved at the 12th through the 15th Meetings (plus the approvals through the Small Project
Approval Procedure in May) of the Executive Committee be transferred so that it may proceed with
commitments through Grant Agreement {a number of which are planned in the next few weeks). The
amount outstanding as of May 31, 1995, was about US$43 million. The use of promissory notes is in the
final stages of mmplementation. After some initial difficuities, notes from the French Treasury are
expected to be transferred to the Bank in early June. With the use of umbrella agreements, the need for
immediate transfer of funds (whether cash or promissory notes) has become more urgent than in the past.
Under umbreila agreements. enterprises can access funds as soon as the Bank commits the funds through
a fax/telex (a matter of weeks) and the sub-grant agreements are signed (i.e., the subprojects are no longer
subject to the full project eycle). The Bank and the UK also discussed Promissory Note format and had
reached agreement on a note which would be made transferable from UNEP Treasurer to the Bank. As of
May 31 1993, there remained only US$18.789 million in the Ozone Projects Trust Fund which had not

yet been commifted. These remaining funds plus the outstanding amounts are scheduled for commitment
over the next few weeks,

21, Waork Program Budget Summary. Table I11-2 provides the status of expenditures for the Bank’s
1995 Work Program budget as of March 31, 1995, Total expenditures stand at US$1.437 million. The
total expenditures as of the end of June 30, 1995, will be known by the time of the 17th Meeting. At #ts
16th Meeting in March 1993, the EC approved the Bank budget on an interim basis and requested that it
prepare a revised budget. The amount approved in March was US$5.244 million, a budget which was
more than 10 percent less than the budget requested by the Bank. In revising its budget for the 17th
meeting, the Bank undertook the following:

{a) A fuli assessment of the activities iniliated in the first half of 1995 and of the commitments
which had been made in terms of project preparation, including carry-over commitments
from 1994, Work Program disbursement rate for the first quarter of 1995 was equivalent to
US$5.7 million per vear, very close to the Bank initial budget request;
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(b} A critical review of activities yet to be undertaken and their relevance given the most recent
auidance from the EC; and

(¢) areview of the impact of the Bank’s fiscal year budgeting on the MP calendar year budget,

22. The objective of the Bank was to develop a revised budget within the amount approved on an
interim basis. To this end the following rules were applied:

(a) For most countries, the budgets were reduced by 10 percent across the board, except for
supervision activities;

{b) Activities in some countries were simply put on hold {Algeria and Egypt, following
reconnaissance work); and

(¢) The Global Project budgets were significantly reduced.

23, The only country-levei budgets which were increased were for China and Thailand, both due to
the fiscal year vs. calendar year aberration (it should be noted that both these countries underspent their
budgets in 1994) where signiﬂcani amount were carried over into 1993 (this was confirmed at the end of
the first quarter 1995 :ewew in early Aprt 1995 after the EC’s 16th Meetmg,) Therefore, wnh Ib

ggma;; gQ ygx];h;n the Mggch i‘)‘)ﬁ gt!ggg ion. The 1995 bad;zet is therefc}re pr@posed to be US$52
million, a reduction of 15 percent over the 1994 budget. No additional funds are therefore requested at
this time. Work program amendments may be requested at the 18th Meeting of the EC.

24, Actua] and Planned Commitmengs. Table III-3 presents the status of MP project commitments by
the Bank for those projects having received final approval by the EC. Total commitments now amount to
US390 million. New commitments and Grant Agreement signature since the last Progress Report are as
follows: Egypt (US$2.1 million); Indiza ODS 1 (US$50 mullion umbrella agreement); Philippines
(US$11.73 million grant agreement was amended into an umbrella agreement of US$30 million); and
Venezuela (US$3.1 miilion for the FAACA project). Additional amounts were committed through
existing umbrella grant agreements for Brazil (US$0.162 million); Indonesia ODS 1 (US$3.466 million)
and India (US$3.3 million). The commitments for Brazil and Indonesia were made in a matter of weeks
after approval at the EC’s 15th Meeting last December while the commitments for the India projects
(approved m early May through the Small Project Approval Procedure) are planned for early June 1995.
There was substantial progress in the {inal processing of all remaining grant agreements, with a number
of these slated for approval over the next few weeks including: China ODS Il (July); Jordan ODS 11
(July): Uruguay ODS I (June); and Turkey ODS I (July); all umbrella grant agreements. Also slated for
final approval in the next quarter are the Argentina ODS [ and Malaysia ODS Il Projects, both umbrella

agreements. The only operation that has slipped is China ODS 11, which is now back on track and slated
for commitment in July/August.

25,

nittes. At its 16th Meeting, the

EC asked the Empiemen{mg A"encws to examine their actmttes and investment project portfolios to
determine if certain idle activities could not be canceled and money returned to the Muitilateral Fund.
The Bank, which undertakes this activity regularly on its Work Program budgets {at the end of each
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calendar vear). initiated a review of its investment project portfolio. Approximately US32.8 million is
being credited to the fund as a result of projects that have been closed, modified. transferred or canceled.
Details are provided in Table Hi-4. Two projects were closed after being completed leaving a balance of
US$6.365 to be returned to the Fund. The other adjustments are as follows:

e Brazil: a project approved in June 1992 was found to be redundant and is therefore being
canceled. The amount credited is US$530,000.

s  LEeypt: following long delays in project approval due to changes in technology partners, the
MCMC compressor project was finally committed in May 1993, At the time of grant
agreement signature, the ownership of the company had changed since the original project had
been approved by the EC. Local ownership had dropped from 100 percent to 75 percent. The
grant amount was correspandly adjusted from US$2.8 million to US$2.1 million. The EC
may consider the implication of this decision and make this a formal policy.

e China: following EC-approval of a foam-sector project for UNDP impiementation, the Bank
has agreed to request the transfer of US$400,000 for the Tianjin Conversion project which had
been approved in June [993 for Bank implementation. The Bank’s project becomes
redundant given the EC" approval of another project at the same facility.

+  Venezuela: the chiller retrofit project is being reduced by US$851.000. The Government of
Venezuela has informed the Bank that the proposed beneficiary of this component of the grant
is not in a position to implement the project at this time.

s  Venezuela: The budget for the Mobile Air Conditioner project at FAACA was adjusted down
from US$3.48 to US$3.1 million afier the project was appraised following EC approval.

26.  The total credits therefore amount o US$2.867,325, Table 111-4 should be considered as formal
notification of these credits and the books of UNEP Treasurer and the Secretariat shouid be adjusted

accordingly. This amount can also be credited against project approvals which the Bank may obtain at
the 17th EC Meeting. :
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I FUNDRECEIPTS (through 5/31/985)
Contributions
Investment Incoirie

TOTAL FUND RECEIPTS

B EUND USES

A, Workprogram Cosis
- OPs and Studiss
- Project Praparation
- Administrative Cosls
LOORG
Sub-total WP Costs

B. Project Commitments
- Pre-iny. Activitios
- Project Financing
Sub-total Project Cosis

TOTAL FUND USES

. EUND BALANCES

EXCESS OF RECEIPTS (USES)

Tabie Hi-1

L

Fund Receipts, Uses and Balances |

{In US§ miliicn}
As of May 31, 1885

FUND BALANCE AT BEGINNING OF PERICD

FUND BALANCE AT END OF PERIOD

Cumuglative Actuals CALENDAR YEAR 1595
CYa1-94 CYSs from inception Planned CY95 Est. Cum. Uses
Actuals a' Agtuals b/ thru 31 May 1995 WorkProg. «  thruend-CYS5id/
$50.098 19.4545 $109.550 $108.550
$5.627 1.05403 $5.682 36682
$u5.723 $20.803 $116.232 $0.000 $116.232
$1.283 30.002 $7.285 306.150 31,433
57 291 $1.083 $8.384 33.85¢ 310.844
$3.051 $0.372 $3.422 $1.350 $4.401
30,426 30.045 $0.472 $0.191 20.617
312,050 $1.512 $13.562 $5.244 317.295
$3.685 33.685 $0.320 $4.005
368,265 $15.160 83 425 $130.000 3198 265
£71.950 515,160 $87.110 3130.320 $202.270
$54.000 $16.672 $100.672 $135.664 $219.565
E 13 T .
$11.723 $3.836 $15.559 {$103.333)
$11.723 $0.000
$11.723 $16.659 $15.559 ¢ {$103.333)

a' As adjusted to retlect final resulis of CYS4 work program costs and project cormmidmeants.

b Financial data as of May 31, 1884, Incldes fund transfers received from UNEP through May 31; aclual expenses
for work program are through end-March: actual commilments for projects are through and-May,

o Cash balance for Y95 is shown in fund balances, e, surplus or deficit in brackets; additional fund transfer from the UNEP Treaswreris
necessary when a deficd s indicated in this column or the balance 5 insufiicient 1o cover plgnned commitments in the following quarter.

df Planned approval and commitment by the World Bank of EC authorized project funding and estimated addilional projects to be presented

o the MP Execulive Commites during CY885.

(see Table 4 CY95 Planned Approvals/Comritments)
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Table Hi-2

WORLD BANK-MONTREAL PROTGCOL OPERATIONS
Wuork Program Budget Summary

£Y95 Plan Y35 CYS5 Expenses thru 3/31/1985
Waork Pragram Budget (US$) {USS}) {83}
Country Work Product cOs [=d Profact Revised [ Project
Programs 1D 10 Studiss PropiSup. TOTAL Plan a/ Studies PrepiSup. TOTAL

1. investment Projocts
1 Argentina QDS § BARGMYOM 54920 200,000 200.00¢ 185400 104 441 104,441
2 Brazil ODSH SBRAMTON §213 230,000 230,000 240,005 103,800 103,800
3 ChiEe ODS! SCTHLMTON 6575 130,000 130,000 130,000 36,038 36,039
4 China QDS | 4CHAMTOO 3407 85,000 85,000 75.000 28,225 29,225
5 China QDS H ACHAMTO0Z 3408 85,600 25,000 75,000 §7.237 57,237
8 China ODS Hi ACHAMTOO3 3409 640,000 840,000 850,000 148,488 145,488
7  Ecuader ODS | BECUMTO) ey 40,000 40,000 400030 24,245 24,245
g india ODSI BINDMT001 a585 30,000 30,040 20.000 1,012 1.013
0 Ingia QDS B BINDMTO02 3igz29 490,000 490.08¢ 3g2.000 41,512 41,512
11 indonesia QDS ¢ AINSMYO01 40362 50000 90,000 ¥2.006 36,003 36,003
12 Jordan QDS | EICRMTORT 5238 40,000 40.000 55.000 35,993 35,993
13 Malaysia QDS § AMAYMTOOT 4212 180,000 180,000 153.000 111,851 111,554
14 Malaysia ODS I AMAY MTROZ 4213 57800 37.000 51.300 3.928 3.928
15 Mexico ODS | SMXCMTOBT2 7494 20,000 20,000 20.000 18,777 18,777
16 Phifippines ODS APHLMTE02 4408 280,006 80600 224.000 24,537 26 537
17 Tunisia QDS STUNMTOO2 5891 40,000 40,0400 35000 §.638 6,838
8 Thaitand Eng. ATHLMTO01 4648 8 b} 2 {1,559 {1,555
18 Thailand ODS | 4THLMTO02Z 4649 324,000 324,000 374 060 80,645 80645
0 Turkey QDS | TTURMTO02 8571 30000 30,000 30,500 114 114
21 Turkey DDS 1 38404 38404 165000 160,630 80.0600 0 &
22 Turkey ASSAN Foam (IFQ) [
23 Uruguay QLS SUARUMTOM 8004 60,000 50,000 50.000 25010 25,010
24 Veneruela CDSI& U BVENMTON12 8178 §0.600 50,000 23,000 {1,327 {1,327}
25 Venezuela Central Air Chiller  SVENMTORS 353 HL.000 14.800 190068 5,141 5,141
26 Venezuela QDS IV (FAACA) SVENMTOU4 35714 10000 10,000 10.000 7.000 7.0040
27 Veneruela ODS V (AAISAY  SVENMTIDS 35M5 10,800 106,060 10 000 5,335 8,335
nvestment Proiects Subitotal 0 3241000 3,241,000 2,985,380 0 419,885 919,885
i, Pigeling Prajects
1. Algena SALGMTODY 35993 25.000 25,000 H 0 ¢
2 Egypt QDS SEGTMTOO 35743 75,000 75,000 4G 300 33,752 337152
4 indonesia 4INSMTO02 5545 260,000 260,000 220,000 o 17,308 17,305
5 Mexico BMXCMTD03 7486 40,000 41,600 30000 Y ¢
6 Nigena 15167 150,006 150,000 150.000 2,025 2 2025
7 Pakistan QDS | BPAKMTOMN 34301 150,000 150,000 147,500 41,109 41,109
11 Solvents & Reirig. TWADMTC 38877 52,000 50.000 30.060 1,970 1,870
12 Giobat Aerosol TWLOMTO)2 1as78 287488 2B7 468 1GG, 000 4145 4,118
Pipatine Projects Subtotal 150,000 887,468 1037468 717,508 2,025 98,258 100,288
ith. Admin., Legal, Fin., #FC Costs bf 4 1350000 1350000 1.350.000 g 371,821 371,624

OORG 200,009 200,600 196 668 45,487 45 487

Unallocated 0 2

Sub-total Admiin. Costs 1,850,000 1,550,000 1,540,648 417,108 417,108
Total: CYS5 Work Program 150,000 58784658  5820.460 £.344 4688 2,025 1,435,048 1,437,273

al  Pian approved by the Multilateral Fund Exesutive Coramitiee in March 1885,

b/ Budgel amounds for operations coordination. related pobicy analysis and review legal and financial adminisration and associated overhead costs.
¢/ The approved administrative budqget of $5.244 468 includad $170.000 for iIndonesia PPA K, which has now been t-ansfarred io praject financing.
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Tabke #-3
[ EvYeE PLANNER AFFROWALSICUMMITMENTS |
{in US¥milkion)
Asal 37 May 1985

TFotat ACTUAL APPROVALS
Ho, of Praject Project CY95 Planned Appr, | ToYAL

ountry Prois, Tvee Cost g Jul-Ses. | ooy LYes Lvaq Lyes Y9z
1. € AUTHORIZEDIPROJECTS IN WORK PROGRAM 2/
Argenting 1 Projed Financing | 1347 e 12.47 1347
Brazi 1 Project Financing | o 814 o 0.00 3.3 2.58 2493
Chite 1 Projeet Finaricing i 1.2% 2.00 2
China 1 Pject Financing { 653 8.00 643
China H Project Finantng 1l 447 0.00 .40 487
China 1 Prolect Einancing I 2538w 2%.38 38
China PPA { for GDS | and QDS 1.50 v o] 1.5
Shimat PEaA Hior QDS 1t 0.30 0.00 0.3
China PEAH for OGS I 0.32 G oG el ]
Ecuador 1 Project Finarcing | 1.57 800 157
Egypt T MCMC IFCh 210 fa Q.00 210
frutia PPRA for GRS G35 0.00 .35
Ingia 1 Peoleq Financing § 1.25 c.oo t.25
India 1 Project Financing @ 812 o 040 .12
donesa PRA& Hor S5 0.25 0.00 038
Indorigsia 1 Preeet Financing | 889 o 200 347 522
Jordan 1 Project Finaneing § 1.50 cog 150
Jerdan 1 Preget Fisanging 3 0.37 637 837
Halaysia 1 Project Financing ¢ 183 0.60 163
Malaysia ] Profect Financing 1 2.03 f 203 20
Mexiza 1 Demonstration Proj, 0.18 a.00 .18
Mexico 1 Pryject Finanging 1 400 . 000 €00
Philippines 1 Engineering Pro}. 638 0.0 007 0.40
Phitippines 1t Proiect Fingneing ! 1,73 600 173
Thailand 1 Engineering Praj. 5.38 400 0.38
Thailand t  Projeci Financing § 1250 o 0.00 12.50
Tunisis 1 Project Financing | 1.7% (1} +:0] 178
Turkey 1 Project Finahcing | 847 {00 517
TFurkay 1 Profeet Finanding 2327 ef 2.37 237
Yurkey 1 . ASSAN Foam (iFC) 493 0.593 0,83
Urygay 1 Projedt Financing | 123 lofl 123 1.23
Venszueia 1 Project Finanging i 1.36 .40 1.30
Venazugia 1 Project Finvancing i 0.25 dil Xy -0.55 110
Venerualy 1 Proiedt Firaneng bt 310 000 310
Venszuglz 1 Project Financing 1V 4.42 4 42 442

W Sub.totat 30 141.20 .02 48.08 54.50 1596 4747 15,88 310
I, PROJECT PIPELINE I
Pakistan 1 Frolect Financing |

P# Bub.-totaj 1 o.00 a.00
GRAND TOTA 3 141.20 £02 48.08 5410 1518 4787 15,93 B.10

I

af nvesiment propects and Project Preparation Advances authorized by the Mi* Execitive Committze thry May 31, 1965

B Planned projaets 1o 58 presented 1o the MP Exscutive Commirae. Amounts to be deterrined.

of Tiig project is coveret by an umbrela grani agreement; amount shown zepresems subpraject approved amouns 1o 4sie

4/ Reduction asyount tor the folawing projects: Brazil (3530.060), Ching O0S § ($400,000), Egyot #°C ($700.008). Yenezueiz Cniller (3851 040)
and Venezusle FAACA {$580.000) 15 as of the 17th MP Execilive Commatize Mesting

Definition of Project Types

Project Financing. Retatively large, musi-miian gollsr. mulb-proiect, nvesiment packages, measting Montraa! Protooel progest eriteriz and
impismenstation gudehnes, which wii cHen be dighursed tEnugh financial intermadianits o ferms 1o be detprmined
by country Govemmens, within the context of the Sountry's Colintry Frogram, related policses ansd nistizbonal smangements

Preadny. Activilies: Activities preceding magpr project Menification and design which are effectively sngineenng design proects. gemonsiration of piost
projecls or research and deveiopmeni




Maontreal Protocol Operaiions Progress Report

15

November 1994 - May 1995

Table ill4: ADJUSTMENTS

Disbursemant |Balance
Country  jProj. Name New COS  jApproval  [Approved umulative Totali{o be returne [Remark
Project 1D, |Date Funding since Inception [to EC
Cormmitted US$ miliion
Philippines|ODS Phaseout Engineering 1PH-MT- 1114792 400,000 383 675 6,325 [Closed
Thailand {ODS Phaseout Engineering | TH-MT-4848 1114192 390,000 389 960 40 |Closed
Subtotal MP Committed 790,000 783,833 6,365
PPA
China ODS - PPA T for QRS Prol W 5/17/93 300,000 300,000 - |Closed
indenesia fODS PPAL 4426/93 250,000 250,000 - jClosed
Sub-total PPA 550,000 550,000 -
TOTAL 1,340,000 1,333,635 6,365
Balance
EC Approv | Approved  {to be returned  IRemarks
Country [Subproject Date Funding to EC
Bragii Refrigeration: Domestic June 1992 830,000 530,000 |Includes in umbrella pro).
China Tianjin Conversion Jure 1983 400,000 400,000 |To be transterred to UNDP
Egypt Refrigeration Domestic Oct, 1992 2,800,000 700,000 {Reducton
VenezuglajChillers (Instituto Venezolano de los SegurjOcot. 1882 851 000 851,000 {Cancelled by country
VenezuelafFAALAH Noav. 1993 3,480,000 380,000 1Reduction
Sub-total 8,081,000 2,861,000
TOTAL CREDIT 2,867,265
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Attachment B

REPORT ON PILOT PHASE
OF THE
SMALL PROJECT APPROVAL PROCEDURE

Global environment Coordination Division, Environment Department

The World Bank




Small Projec roy

tatus a eplenishment Reqguest

or erati the 17¢th E eetin

Background

At its July 1994 Meeting, the Executive Commitiee (EC) of the Multilateral Fund decided fo
support, on a pilot basis, the implementation of a streamlined project approval procedure for
projects under US$500,000. At that time it was also decided to consider at the 14th Meeting of
the EC a proposal to initiate the implementation of this pilot mechanism which is now known as
the Small Project Approval Procedure. India’s Ministry of Environment and Forests (MOEF}
and the World Bank then procceded to present a Letter of Implementation Strategy for Small
Montreal Protoco! investment Operations through an Umbrella Agreement to the October 1994
Meeting of the EC. This letter provided a comprehensive overview of the approach proposed for
processing small projects and the basis for establishing the cost-effectiveness criteria. The
original Letter of Implementation Strategy and Technical Annex is presented as Attachment 1 of
this note.

At its Getober 1994 Meeting, the Fund EC decided to support the Small Project Approval
Procedure (SPAP) on an interim basis and set aside US$4 million to cover the incremental costs
of projects which would be approved through this mechanism. The EC also decided that, during
the Pilot Phase, all ihe projects would be submitted to the Fund Secretariat which would review
these for consistency with cligibility guidelines and screening for new or unresolved policy
issues. The projects would then be sent to members of the Executive Committee for an out-of-
cession approval on a non-objection basis.

Status of Pilot Phase

I'The Small Project Approval Process has clearly demonstrated the benefits of a streamlined
project approval procedures. [n May 1995, thirteen (13) foam-sector projects (iotal cost of
US$3.3 million) were approved by the Fund Executive Committee on an non-objection basis.
The unit abatement cost of these projects were all within the agreed treshold limit established in
the Letter of lmplementation Strategy. These projects were then formally cleared by the Bank
for implementation (i.e. committed) through a telex dated June 8, 1995, about 4 weeks after
subproject approval. The enterprises were thien convened to a kick-off meeting with the financial
intermediary, the Industrial Development Bank of India (IDBI), and the MOEF. Subgrant
agreements are now under preparation and project implementation wili be initiated very shortly.
The turnaround time on these projects from preparation to implementation will be less than six
months, an important achievement. A number of aerosol projects (over 15 projects with total
cost of LIS$2 million) also prepared for processing through the SPAP were discussed with the
Secretariat and it was agreed to further address the incremental operating costs aspects of the
project proposals. '



At the national level, the SPAP generated great interest and enthusiasm amongst enterprises who
were reassured by the availability of (albeit limited) resources to suppont their project should it
meet the cost effectiveness criterin.  Enthusiasm was further fueled by the prospect of quick
processing of the funds through an established umbretla grant agreement. The effect of the
SPAP therefore went beyond the simple streamlining of processing and was a medinum for
generating interest in the Multilateral Fund and in ODS phaseout activities.

Next Step and Replenishment Request

It is proposed that the SPAP be replenished. It is proposed that an additional amount of US$3
million be set aside for this purpose. Given the carryover from the first US$4 million, available

resources would total about USE3.7 million. _The enly sienificant change would be that the cost
£ jveness thre iize ihilii wigh SF ¢

g an 1

Fumd's prevailing ce.
Executive Committee,

Following this proposed extension of the SPAP Pilot Phase, it is proposed that, at its 18th
Meeting, the Executive Commitiee consider the further expansion of this mechanism {(possibly to
China or other countries), and that the original processing steps (identified in Chart 1 of the
Letter of Implementation Strategy) be considered for implementation. This would mean that the
SPAP would essentially move from ex-anfe to an ex-post review of projects by the Executive
Committee and its Secretariat,  Under this mechanism, the Bank would report to the EC on the
status of project approvals through an SPAP window, and the amounts of resources committed.
Requests for replenishments would be presented on an as-needed basis.



The World Bank 1818 H Strest, N.W. (202) 477-1234

INTECNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Washington, 0.C. 20433 Cable Address; iNTBAFRAD
INTERNATIONAL DEVELOPMENT ASEGCIATION LS.A, Cablle Addrass: INDEVAS
August 29, 1594

Dr. Omar El-Arini
Chief Officer i

Multilateral Fund for the Montreal Protocol
Montreal, Canada

Dear Dr. El-Arini:

At its July 1994 meeting, the Executive Committee (EC) of the Multiiateral Fund decided
to support, on a pilot basis, the impiementation of a streamlined project approval procedure for
projects under US$500,000. At that time it was also decided to consider at the 14th Meeting
of the EC a proposal to initiate the implementation of this pilot mechanism.

The World Bank and the Government of India’s Ministry of Environment and Forests
(MOEF) are pleased to present for the consideration.of the EC a Letter of Implementation
Strategy (LIS) for Montreal Protocol Investment Operations.

The attached Letter and Technical Annex will provide the Executive Commitiee with a
comprehensive overview of the approach proposed for processing small projects and the basis
for establishing the cost-effectiveness ¢riteria (the mechanism is referred 1o as the Small Project
Approval Procedure}. The Letter of Implementation Strategy also proposes to process about 10-
15 projects on the basis of an advance of US$4 million, to underwrite the mechanism, from the
Multilateral Fund to be approved at the upcoming meeting of the EC.

Also attached is a brief Introductory Note which provides the ratiopale for the streamlined
project approval procedure and the details of the general processing and administrative
arrangements. With the assistance of the Fund Secretariat and Executive Committee, we look
forward to the successful implementation of this mechanism.

Regards,
I
Ken Newcoréibé/ﬂ/)

Chief
Global Epvironment Coordination Division
Environment Department

Attachments

col Mr. Tan Meng Leng, Chairman, Multilateral Fund
Mr. John Whitelaw, Vice-Chairman, Multlateral Fuad

RCA I4D478 - Wik 84145



General Guidelines and
Details of Implementation
{Including Pilot Phase)

Introduction

1. This note provides the background, context and details of the mechanism for the establishment
of the Implementation Strategy for Smail Montreal Protocol Project Approval and Processing
(hereafter referred to as "SPAP"). The details of the step-by-step procedure, which would be
appiicable to both the pilot and operational phases of the SPAP, are outlined in the two attached
flowcharts.

2. This note also serves as an introduction 1o the Letter of Implementation Strategy which has been
prepared by India’s Ministry of Environment and Forests (MOEF), which is piloung this new project
procedure with the World Bank. Its purpose is aiso to provide the background leading to the
implementation of this mechanism and the criteria for program implementation.

Backzround

The Parties to the Montreal Protocol have granted the implementing agencies of the Multilaterai
- und the authority to approve project whose total incremental cost is less than US3500,000. However,
the Multilateral Fund Executive Comrmittee (EC) has not yet developed the policies (in the form of clear
cost effectiveness guidelines) for extension of this authority to the implementing agencies.
Consequently, implementing agencies have had to use the same resources as those employed on large
projects to secure funding and approval of the numerous small projects with total incremental costs less
than USS3500,000.

4. At the EC's 12th Meeting, the Worid Bank proposed to develop a project processing concept
which would further streamling the project approval procedure and accelerate the flow of funds to the
Bank's client countries. A more detailed concept of this approach was presented to the EC at its 13th
Mesting at which time the Executive Committee agreed to support the approach.

5. As the phaseout of ODS becomes more complete with implementation of jarge readily identified
projects, phaseout activities will shift towards residual smaller projects, many of which will be in the
small scale industries and unorganized sectors. A mechanism is needed to permit processing of such
projects without draining available technical resources and extending ODS phaseout scheduies.

6. Also, as the in-country mechanisms of developing countries for Montreal Protocol project

identification, preparation and implementation become operational, the capacity to assume a larger role

in the project cycie will increase and additional efficiency gains will be possible through the adoption
»d implementation of streamlining mechanisms such as the SPAP.



Criteri

.- The SPAP is a project approval process which will accelerate the approval of small projects
under US$500,000 and, implemented within the context of un umbrella agreement, will accelerate
project implementation, disbursements and QDS phaseout.

8. The SPAP is intended to service project authorizations in the under US$500,000 total investment
cost category. Other criteria must also be considered, as the intention is only to expedite funding of
projects which have a reasonable degree of justfication and cost effectiveness, not to service all project
under the US$500,000 limit.

9. Accordingly, the following additional criteria will be considered in the implementation of this
program:

(a)  the SPAP should be managed as a facilitative mechanism for small scale industries which
choose to adopt non-ODS technologies and procedures. It is not intended to exclude
projects from further consideration utilizing the existing project approval and funding
mechanism, nor is it to be a requirement for processing small projects;

(b)  the SPAP should consider consuming sector projects only (i.e., refrigeration, foam,
aerosols, solvents, halon) but not producer or supporting projects without direct ODS
savings (i.e., polyol, alternatives, compressors). This should not impose a problem as
such projects usually exceed US$500,000 and require extensive preparation and analysis;

{¢)  only focus on projects where the majority (i.e., 50+ percent) of incremental costs are
incremental capital costs, as such projects generate the most immediate need for funding,
a feature the SPAP should be designed to satisfy;

{dy  all projects considered under the SPAP should be for one-time funding of a full phaseout
of ODS by the affected enterprise. This requirement is intended to avoid creation of
"back-door” for funding via subdividing larger projects into less than US$500,000
components; and

{e)  projects which have unit abatement costs exceeding agreed to guidelines shouid not be
considered for funding under the SPAP but should be prepared for authorization by the
MPEC if considered to be justified for other reasons.

10.  The selection criteria for the sectors and sub-sectors and for the projects which would be

chaaneled through the SPAP are provided in the Technical Annex to the Letter of Impiementation
Strategy.

Mechanism
11.  The proposed mechanism which has been developed to implement the SPAP is depicted in

“harts | and 2. The steps involved are simple, and only differ slightly from the establish business
ocedures for processing of Montreal Protocol investment operations.
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12.  The backdrop of the SPAP in an umbrella agreement within which the funds will be channeled
: the participating enterprises. Once the Bank and country-client have agreed on an impiementation
Jechanism and have negotiated an umbrella grant agreement, funds can be advanced from the
Multilaterai Fund to underwrite the Letter of Implementation SLategy which would have been reviewed
by the Fund EC. Additional advances would be made to replenish the window in the umbreila grant
agreement which is dedicated to this mechanism on the basis of periodic reports by the Bank to the EC
on the status of commitmenis.

13.  Chart 2 provides the step-by-step details of project (or subproject) processing for the under and
above US$500,000 categories. The under US$500,000 column represents the processing of projects
covered by a Letter of Implementation Strategy. As represented, the mechanism is further streamiined
in that the project preparation activities are coordinated locally (as is the case in India for all project
preparation dctivities). The proposed mechanismyalso eliminates the need for the Bank to prcpate
documentation for formal EC approval and consigts in the review of project documents p

accordance with established guidelines and eligibility criteria. { W °'¥Sb o
el S \

14.  During the trial period, projects which are cleared by the Bank for processing through the SPAP > Y
will be forwarded to the Fund Secretariat which will review the projects to determine whether new @ff&“
policy issues arise and whether the proposed activities meet the general eligibility criteria.

15.  Upon final clearance of the project, the Bank will inform the recipient country through a formal

communication that the project has been approved and that funds may be disbursed for the
implementation of the project.



Small Proiect Approval Procedure
Diagram of Key Processing Steps

Bank and Client
Establish Umbrella
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LIST OF PROJECTS
FOR CONSIDERATION AT THE
17TH EXECUTIVE COMMITTEE MEETING
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WORLD BANK~ MONTREAL PROTOCOL INVESTMENT PROJECTS

List of Subprojects to be Presented to the 17th Executive Committee Meeting

Company End Use/Sector Alternative | Reduction Grant* Grant ** Comments
Technology | ODS (MT)| Requests | Effectiveness
USSmillion | $/kg ODP

Neba Domestic Refl HFC-134a/
Cyclopentane

Briket Domestic Ref. HFC-134a/ 30 0.7698 1375
Cyclopentane

Piragua {Tivoli} Domestic Ref. HFC-134a/ 61 1.2671 13.75
Cyclopentane

Aurora Domestic Ref, Isobutane/ 53 1.9627 11.03
Cyrlopentane

Autosal-Liebherr Pomestic Ref. Isobutane/ 22 8.97204 13.02
Cyclopentane

Sistemaire MACs HFC-134a 601 4.0581

SUBTOTAL 255 47724

BRAZ,

Recrusul Rigid Foam HCFC-141b 201 16132 7.83

Termolar Rigid Foam HCFC-141b 16.3 0.1310 7.83

M. Agostini Rigid Foam HCFC-141p 11 (0.08908 7.83

Sao Rafael Rigid Foam HCFC-141b 14 31124 7.83

Multibras Dom. Ref. HCFC-141b and 90 1.2400 13.76
134a

Randon Rigid Foams HCFC-141b 0.1164 7.83

Embraer Selvenis Agucous {19337 28.77)

SUBTOTAL

CHINA V

Penglai PU Plastic Plant foam Methylene 76 {.3504 4.86
Chloride

Liangzhu Foam Plastic Plant  [foam Methylene 120 0.1703 1,38
Chloride

Zhenjiang #5 Plastic Plant foam Methylene 150 0.2792 1.8
Chloride

T Includes contingency and financial agency fee.

** Based on agreed calculation method (net of FA/agency fee and safety-related costs for domestic refrigeration).

TMIBLPRIXLS
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Company End Use/Sector Alternative | Reduction |  Grant* Grant ** Comments
Technology | ODS (MT)] Requests | Effectiveness
USBmillion | $/kg ODP
Yifeng PU Plastic Plant foam Methylene 60 .2371 384
Chloride
Chang Ling(Group) Co. Lid.  [HHRef. Cyclopentane 430 4.6010 8.76
Zhuzhou FF Egmt Factory halen ABC DCP AFF 200 0.3024 0.09
Shanghat Autom. AC Fact. MAC HFC-134a 361 1.6920 17.53
Yueyang Hengli AC Egmt. Co. [MAC HFC-134a 434 1.8210 15,95
Guangzhou Haohua Auo, Co. JMAC MFC-134a 274 2.2784 15.61
Shangh. Ek Chor Gen, Ma. Ce, IMAC HFC-134a 361 0.9610 17.53
SUBRTOTAL 2460 12.6928
N
Titan Industries Ltd. (IFC) Watch Manufacture/  {Electroplating 14.6 1.2369 19.73
Solvents (CFC-113)

Bharat Seats Ltd. Foam 35 0.6630 13.76
Kunststoff Polvmers Led. Foam 30 {.2465 3.20
Lloyd Insulations Ltd. Rigid Foam 83 0.6190 6.40
Pfeda Synthetics Ltd. 1.S. Foam 30 0.3358 12.50]
Palvflex Moided Foam 440 0.2337 5.30|Can also be considered through SPAP L
PUR Polyvurethane Lid. Molded Foam 17 .0.2003 10.40iCan also be considered through SPAP 1.
Peal Polymers EPE Foam 35 .2762 7.501Can also be considered through SPAP |,
5DC Polyurethanes Lid. Rigid Foam 24, 0.1885 7.20]
Vijayjyot Seats Lid. Molded Foam 49 .3581 6.60
Modi Xerox Solvent Agueous 6 3.2407, 38.50
Excel Industries Solvent Solvent 400 0.625( 2.91
Real Value Halon ABC Powder 180 {7886 148
BPL Refrigeration HFC-1342/GP 1814 2.9930 13.74)
Subros {(adjustment) MAC HFC-1343 - 0.0513 ~4FA fee was not added to project
Acera Pak Aerosols 54 £.1337 2.49
Aerosol [YAsia Agrosols 18 0.0716 3.86
Aero Industries Aerosols 50 0.1255 294
Acropres Aerosols 277 0.1514 4.40
Asian Aerosols Aerosols 25 0.0937 3.64
Aero Pack Aerosols 20,4 0.0716 3.38

* Includes contingency and financial agency fee.

" Based on agreed calculation methed (net of FA/agency fee and safety-related costs for domestic refrigeration).

TMTBLPRIXLS




Sharp Yasonta

Company End Use/Sector Alternative | Reduction | Grant* Grant ** Coemments
Technology | ODS(MT)] Requests | Effectiveness
USkmillion § S/kg ODP
Ultra Tech Aerosols 3008 G.0722 2.27
Aero! Formulation Agrosols 3] 1.7160 2.24
Meenakshi Aerosol Aerosols 22.5 01020 4. 404
Stella Aerosols 103 82775 2.56
Texas Enterprise Acrosols 31.3 0.0722 2.24
Auarwala Aerosols 307 0.1384 4,38
My Fair Lady Acrosols 59.5 0.1175 1.92
Small Project Approval Several 0 3.0000 0.00
{(Replensihment
Smail Fillers Aerosol HAP TBD 03.1430 NA
SUBTOTAL 3,283.5 13.2039
Garuda Bolvents {TCA) Ageous 16.33 {.3478 38.5
INTI Solvents {TCA} Aqgeous g.72 0.1636 38.50
Markindo Theco Solvents (TCA) Ageous 21.6 63837 38.50
Topjaya Domestic Refrigeration| HFC-134a/ 89.8 1.2900)] 12.54]
HCFCi41b
National Gobel Domestic Refrigeration] HFC 1340/ 110.2 1.5620) 13.74
Cyclopentane
Domestic Refrigeration|Cyclopentane 134.3 20810 13.76

SUBTQTAL

JORD. o
fnstitutional Strengthening 00

Five Star Foam Met. Chloride 719 0.0660 340
SUBTOTAL 179 0.166

Hydrocarbons

AE Technologies TCA/Solvent Cleaning | 3.49
Eng Teknologi TCA/Solvent Cleaning |Hydrocarbons 336 0.1332 38,50
ASHRAE Malaysia Chillers Recycling 105 0.9900 9.15
Tenco Acrosols 330 G.2151

Mondial Solvents - TCA Hydrocarbons 850 {1.3269 3.84

* Includes contingency and financial agency fee.

** Based on agreed calculation method (net of FA/agency fee and safety-related costs for domestic refrigeration).
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Company End Use/Sector Alternative | Reduction | Grant® Grant ** Commeats
Technology §{ ODS{MT)| Requests [ Effectiveness
USEmillion | S/kg ODP

Widetech Solvents - TCA Hydrocarbons 290 0.6077 20.35

Starfoam EPS/EPE Foam COZbutane o6 {.3504 5.15iSeeking discretionary funding.
Nippondenso MAC HF(C-134a 120 2.4950 20.18[Sceking discretionary funding.
Transfrepze Rigid Foam 14 1h/H20 12 0.2450 20.02

Penang Trading Rigid Foam 41I6/H20 1 .2480 22.76

APM MAC HF{(-134a 30 1.3000 0.00

Bang Seng Li TCA/Solvent Hydrocarbons 33.6 0.1332 38.50

SUBTOTAL 2{19.2 7.1031

PAKI

Master Enterprises Foam Methylene 205 1.4023 1.36
Chloride/water
blown system

Razi Sons Foam HCFC22water &4 0.6001 1.59
blown systems

SUBTOTAL 253 2.0023

i;h; 34:0;*; .oﬁ&epcién,héén}m,
Trans Union (Umbrelia)

Household
Refrigeration

HF(C-134a

Given permission to proceed in 1993,

92

2. 7100

SUBTOTAL

{Solvent Training

{Given permission to proceed in 1994,

Pekel Teknik Domestic Refrigerationj HFC-134a, g4l 0.7367 3.3
cyclopentane

Tek-1z Izolasyon ve Yapi Sandwich Panels/ Cyclopentane 183.5 1. 10800 6.26

Elemaniart Sanayii (IFC) Rigid Foams

SUBTOTAL

TO1

1.8447

" Inciudes contingency and financial agency fes.
** Based on agreed calculation method (net of FA/agency fee and safety-refated costs for domestic refrigeration},

TMTBLPRIXLS






