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EUROPEAN COMMISSION

DIRECTORATE-GENERAL

CLIMATE ACTION

Directorate C - Mainstreaming Adaptation and Low Carbon Technology
CLIMA.C.2 - Transport and Ozone

Head of Unit

Brussels,
CLIMA/C2 - PO/CR

Ms. Maria Nolan

Chief Officer

Secretariat of the Multilateral Fund for
the Implementation of the Montreal
Protocol

Suite 4100

1000, De La Gauchetiére Street West
Montreal, Quebec H3B 4W5

Canada

Subject: Voluntary contribution to the Multilateral Fund
Dear Maria,

As you may be aware the European Commission is planning to make a voluntary
contribution of € 3 Million to the Multilateral Fund, which should be used to maximise
the climate benefits of the ongoing HCFC phase-out. Please find attached a summary
project description.

Although a formal decision on the provision of this contribution will only be taken by
the Commission in the course of this summer, it would already be useful to start the
preparation of a draft contribution agreement at this stage. This is because a certain lead
time will be required before the agreement can be signed with UNEP in its capacity as
the treasurer of the Multilateral Fund. I would therefore appreciate if you could assign
contact persons within the Secretariat who could help with this matter.

You might also consider informing the Executive Committee on our intentions at its next
meeting, on 1-5 July 2013, in Bangkok. If this were the case, it might be useful to admit
Cornelius Rhein as observer to that meeting. As he is following this project in my team,
he would be able to provide further information to the Committee, if required.

Yours sincerely,

Philip*Owen

Commission européenne/Europese Commissie, 1049 Bruxelles/Brussel, BELGIQUE/BELGIE - Tel. +32 22991111
Office: BU24 -1/03 - Tel. direct line +32 229-65562

philip.owen@ec.europa.eu
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Maximising climate benefits of the HCFC phase-out through a voluntary and
additional contribution of € 3.000.000 to the Multilateral Fund

BACKGROUND

The Multilateral Fund (MLF) of the Montreal Protocol provides funds to help Article 5
countries to comply with their obligations to phase out the use of ozone-depleting
substances (ODS) according to an agreed schedule. For the phase-out of ODS, in
particular of hydrochlorofluorocarbons (HCFCs), Article 5 countries have to submit
Management Plans (HPMPs) for each stage of the phase-out, specifying concrete
projects with the assistance of implementing agencies, for approval by the Executive
Committee of the MLF.

The transition from ODS to HFCs, as currently practiced, would result in considerable
greenhouse gas emissions. On the other hand, “leapfrogging” from ODS directly to
climate-friendly alternatives, without phasing in alternatives with high global warming
potentials (in particular hydrofluorocarbons) first, would provide clear benefits to the
climate.

A comprehensive study carried out in the course of the review of the EU F-gas
Regulation concluded that in most sectors a number of viable alternatives are available
that are safe, cost-effective and energy efficient.' This conclusion is confirmed by recent
assessments carried out by TEAP.

Alternatives include in particular hydrocarbons (propane, butane and others), ammonia,
and CO; (the "natural" alternatives) as well as HFOs (a chemical compound similar to
HFCs but not ozone depleting and with only marginal climate impact), all of which have
distinct characteristics and (dis)-advantages, so that the choice depends upon equipment
and sector where they are employed.

Since the driver and legal basis, the Montreal Protocol, legislates ODS only, MLF
projects focus on reducing the ODS substances. Only recently, following Decision
XIX/6, the impacts on climate became a determining factor in the choice of alternative
technologies. Additional support to incentivise the use of low-GWP and climate neutral
alternatives to HCFCs will safeguard and maximise the climate benefits of the phase-out
of HCFCs.

Complementary actions

The project provides additional funding to the MLF of the Montreal Protocol, fully
independent of the EU Member States' contributions to the replenishment of the Fund.
These voluntary and additional funds are earmarked for the measures enabling the
transition from HCFCs to the use of low GWP or climate neutral technologies, in
particular in countries with low consumption of ODS. Only those measures should be
funded which are not eligible for MLF funding under the eligibility criteria defined by
the Executive Committee or for which the cost-efficiency thresholds, even with the
bonus of 25% pursuant Decision XIX/6, would not allow to cover the costs.

! Schwarz et al. (2011): http:/ec.europa.ew/clima/policies/f-gas/docs/2011 study en.pdf
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Envisaged actions
Funded activities should, subject to eligibility criteria to be agreed,

- complement projects eligible for MLF funding according to the decisions of its
Executive Committee,

- focus on countries with low and very low consumption of ODS,

- promote the transition from ODS to natural alternatives to HCFCs such as CO2,
hydrocarbons, ammonia or water, or to not in-kind alternatives, in particular by

0 carrying out demonstration projects, in particular in the end-user sector
(e.g. refrigeration in supermarkets) and the manufacturing of air-
condition systems

0 "climate-proof” existing HCFC phase-out projects
0 improving the local supply of natural refrigerants
0 training and information dissemination activities

- improve the information on current and expected uses of alternatives to HCFCs,
including national inventories of those, and assessments of the feasibility of a
transition to non-HFC-alternatives in individual countries.

Implementation

The project is implemented through the signature of a Standard Contribution Agreement
with UNEP as the treasurer of the MLF, including the formulation of eligibility criteria
for the disbursement of the funds ("ear-marking"). The European Commission reserves
the right to amend and further specify the eligibility criteria for future project proposals
on the basis of acquired experiences.

The identification, management and monitoring of individual measures for additional
funding is entrusted to the MLF under the guidance of its Executive Committee,
ensuring full ownership of these projects by the beneficiary countries.

The indirect costs for the implementation are limited to 7%.

The disbursement of the contribution should be staged in tranches, following a schedule
to be agreed with the MLF.
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