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REPORT OF UNDP ON THE MOROCCAN FOAM SECTOR PROJECTS
CONVERTING THE LCD TECHNOLOGY (DECISION 42/15 (i)

A. Introduction.

This report is prepared in line with recommendation (vi) of Decision 42/15 (i) of the Executive
Committee relating to the Moroccan Flexible Foam projects that used LCD as replacement
technology. The decision reads as follows:

(i) To note with appreciation the efforts made by UNDP, the Secretariat, the Ministry of
Industries, Commerce and Telecommunications (MICT) and all other stakeholders in trying to
reach an agreement;

(ii) To take note of the report of UNDP against the background of the information provided in
paragraphs 12 (bis) to 12 (quin) of document UNEP/OzL.Pro/ExCom/42/15/Add. 1;

(iii) That the proposed agreement mentioned in paragraph 12 (qua) of document
UNEP/OzL.Pro/ExCom/42/15/4dd.1 could be considered on an exceptional basis as a suitable
way of continuing the implementation of the projects, on condition that each company signed the
agreement by 15 April 2004;

(iv) To request the Chief Officer to send a letter to the Government of Morocco notifying it of the
need to implement the projects;,

(v) That, in the event the agreement remained unsigned by any or all of the companies by 15
April 2004, the projects would automatically be cancelled;

(vi) To request UNDP to submit a status report with the necessary explanations to the Executive
Committee at its 43rd Meeting.

(Decision 42/15)

B. Progress since the 42" meeting of the Executive Committee.

While the Government has been advised officially about Decision 42/15 by the Multilateral Fund
Secretariat, UNDP through its consultants, also has contacted them to remind them about the 15
April deadline and the consequences in case any of the six enterprises would fail to sign the
proposed agreement.

On the 15™ of April 2004, UNDP received a fax from the Government which is attached to this
report. It also annexed the proposed agreement, but only four out of six enterprises have signed

(Sodiflex, Bonbino, Mousse d’Or and Salidor). As such, the condition as per ExCom decision
42/15 (v) has not been fulfilled.

The Government’s letter also states that the four enterprises that did sign the agreement had
invested their own funds into the project, and that they are keen to continue the project with the
additional funding proposed under the agreement and for the proposed 2-year extension period
that had been envisaged.



The reason why it was deemed important that all six enterprises would sign on to the agreement
is related to market consideration in the polyurethane foam sector. Indeed, it has already
occurred before that some enterprises were close to project completion, but unwilling to sign the
Hand Over Protocol (HOP) to officially acknowledge completion and state that they would no
longer use CFC’s. They did so citing the fact that one or more enterprises in the country would
continue to produce foams with CFC’s and that this would constitute unfair competition in the
local market. It so happens that the market share of the two enterprises that did not sign the
proposed agreement (Dolidol and Richbond) corresponds to about 80% of the flexible
polyurethane market in Morocco.

Another letter was received from the Government on 10 May 2004 (date that this report is
written), and this letter is also attached. A new element is provided in this letter (last paragraph)
as the Government commits itself to completely eliminate the consumption of CFC-11 in the
flexible polyurethane sector as of 1 January 2005. This new element would alleviate some of the
fears related to market distortions as described in the previous paragraph. Indeed, all enterprises
would now be put on the same footing in relation to the use of CFC’s, independently on whether
they have signed the proposed agreement or not.

C. Conclusions

This report thus shows that the condition under Decision 42/15 (v) has not been fulfilled. It
however also shows that a new element was brought in by the Government of Morocco through
their latest letter of 10 May 2004. The Executive Committee may wish to consider whether this
new element may form a basis for further discussion on the matter.



